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THE BANKERS MAGAZINE 


VOLUME CXXXV 


NOVEMBER, 1937 No. 5 


Editorial Comment 


CHANGING CHARACTER OF THE 
FOREIGN POLICY OF THE 
UNITED STATES 


HEN President Roosevelt made 

his speech at Chicago on Octo- 

ber 5, he threw to the winds the 
policy of isolation, neutrality and 
aloofness which, in theory, has charac- 
terized this country’s attitude toward 
our foreign relations. Manifestly, this 
policy was never so completely one- 
sided as the above statement would im- 
ply. We have always been interested 
in world affairs, but our interest was 
somewhat idealistic and lacking in the 
willingness to face realities. But this 
is no longer so. The President’s speech 
and the subsequent declaration of the 
Department of State put us into inter- 
national affairs with both feet, possibly 
up to our necks. 

The President in his Chicago speech 
took high moral grounds against war, 
particularly as to its being waged 
against non-combatants. But what war- 
rant have we for believing that a na- 
tion in the midst of war will listen to 
moral appeals? 


You may as well go stand upon the beach, 

And bid the main flood bate its usual 
height: 

You may as well use question with the wolf, 

Why: he hath made the ewe bleat for the 
lamb ; 

You may as well forbid the mountain pines 
To wag their high tops, and to make no 
noise, . 
When they are fretted with the gusts of 

heaven; 
You may as well do anything most hard— 


As seek to alter the purposes and 
actions of a nation at war. 

Then, are Great Britain and _ the 
United States wholly free from inter- 
ests not strictly moral in the conflict 
between Japan and China? The Brit- 
ish Empire has large commercial in- 


terests in China, and territory of ‘its 
own adjacent to that country. ‘The 
United -States has no territory there, 
but has important commercial inter- 
ests. Can we be certain that ‘our moral 
indignation is wholly unmixed with the 
taint of commercialism? It has been 
well said that the actions of mankind 
are inspired by mixed motives. Is not 
the same true of nations? 

At the time Japan made its adven- 
ture into what is now Manchoukuo, the 
American Government ‘sought to halt 
the enterprise by invoking the nine- 
power treaty, but this failed largely be- 
cause of the cold shoulder of the Brit- 
ish Government. It is at least possible 
that had the United States been fully 
supported in this effort, Japan might 
have moderated its policy of conquest, 
not on moral grounds, but through fear 
of the practical consequences of defy- 
ing the rest of the world. Had this 
protest been unitedly taken and fol- 
lowed by effective action, Italy may 
have been less ready to invade Ethiopia. 

While all this is water long since un- 
der the bridge, it does: not lack ap- 
plicability to the present situation. 

Before too much emotion is aroused, 
it may be well to consider why certain 
nations act as they are now acting. Ger- 
many, in her demand for the restoration 
of her lost colonies, feels that. she is 
taking a stand essential to her need of 
additional sources of food and raw ma- 
terials. Italy’s invasion of Ethiopia 
had similar justification. And this is 
peculiarly true in the case of Japan, 
which country is sorely feeling the 
pressure of population upon a territory 
of limited extent. Japan is seeking to 
create in North China a large. addi- 
tional territory, where order will reign 
and where industry and trade may be 
carried on with safety. 

That the objectives in all these cases 
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might have been achieved by peaceful 
methods is believed by many, but evi- 
dently not so considered by the nations 
that have gone to war to attain them. 

The long-continued disorganization 
existing in China has doubtless forced 
Japan to relinquish the hope that peace- 
ful and stable conditions would be re- 
stored in any reasonable length of 
time, and war has been resorted to for 
the purpose of establishing them. China 
by her own weakness, has made Japan 
more ready to invade her territory. 

All this is said with no purpose of 
justifying the steps Japan has taken. 
But, lest too much emotion may enter 
into the controversy, it is well to re- 
member that Japan does not concede 
that the course taken is without some 
warrant. 

The President’s strong condemnation 
of war in general, and especially of at- 
tacks on non-combatants, must receive 
the united approval of the American 
people. They want no war within their 
own borders. They would happily see 
it banished from the world. 

No truer statement was ever made 
than when President Roosevelt said: 

“If civilization is to survive, the prin- 
ciples of the Prince of Peace must be 
restored.” 

@ 


DECLINING prices of commodities 


and securities in recent weeks have 


given rise to much concern. One ex- 
planation of this downward swing is 
that it merely reflects a natural reac- 
tion following the rising trend that be- 
gan after 1932 and has continued until 
the late reversal. But, in addition to 
this explanation, there is another, 
namely, that the decline has been ac- 
celerated if not directly caused by the 
unsettled state of affairs in various 
quarters of the world, the chief of these 
being the conflicts in Spain and in 
China, and the possibility of a world 
war growing out of them. Surely, such 
a dire prospect is not to be viewed with 
equanimity, and it is not to be won- 
dered at that business should take 
alarm, even at the mere threat of so dire 
a calamity. 
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Nor is all serene on the American 
front. Here at home various disquiet- 
ing factors prevail. We have been 
shortening hours of labor and increas- 
ing wages, with the almost inevitable 
result of increasing costs of production. 
While the volume of business continued 
large, these increased costs could be 
absorbed; but as it fell, they could no 
longer be, with the result that the mar- 
gin of profit has fallen off. When this 
happens, as it is happening now, enter- 
prise hesitates. That this is the case 
appears from the relatively low point 
to which new capital issues have fallen, 
and the failure of fresh construction to 
advance as it should have done. 

No appraisal of the present situation 
would be complete that failed to take 
into account the attitude of the present 
Administration toward business. This 
attitude has been and continues highly 
critical if not actually hostile. An as- 
sertion of this kind is sustained by so 
many acts and declarations, that speci- 
fication is not needed. 


The late Professor William Graham 
Sumner, in one of his essays, said that 
when a man told his friends that he was 
sick, they immediately advised him to 
take something. He acted on this ad- 
vice, and so confused his condition that 
it was impossible to determine whether 
he was suffering from his original com- 
plaint or the prescribed remedy. Are 
we not much in the same situation to- 
day? 

Professor Sumner also made another 
observation of timely application. He 
was criticising the Interstate Commerce 
Act, and said it was proposed to bur- 
lesque it by the enactment of a law 
whereby the states could regulate 
wages, hours of labor and prices—sub- 
stantially the Wagner Act. 

Our President possesses remarkable 
gifts. He is brilliant, has a flair for 
the dramatic, and his elocutionary 
equipment has perhaps never been 
equalled by anyone who has ever oc- 
cupied his high office. These charming 
personal attributes attract and hold the 
multitude. They are far less effective in 
gaining the confidence of those who pro- 
duce most of the revenue out of which 





Wit we have inflation? Will short 
term commercial borrowing increase 
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bills are footed for the numerous ex- 
periments conducted from Washington. 

The President criticises those who 
laud his objectives but condemn his 
methods in reaching them. But many 
of his objectives are as objectionable 
as his methods—price fixing, the crea- 
tion of scarcity, the attempt to change 
our form of government by his plan for 
enlarging the Supreme Court, an at- 
tempt happily frustrated by an outburst 
of public wrath. 

If the President would be content 
to consolidate some of his gains, 
amending legislation in the light of ex- 
perience, and to refrain for a time in 
proceeding to fashion a collective so- 
ciety, the country would breathe easier. 
His latest utterances warrant no such 
hope. He seems bent on persisting in 
a course that will so centralize author- 
ity as to place the country perilously 
near a dictatorship. No wonder busi- 
ness takes fright. Against this tend- 
ency an alert public opinion must be 
aroused and so organized as to make its 
voice effective. 

10) 


MANAGING credit by a centralized 


authority is encountering some dif- 


ficulties. By its recent action “in lib- 
eralizing and consolidating the rules 
and methods affecting the lending func- 
tion of the system,” the Federal Reserve 
Board has given evidence of some of 
these difficulties. The regulations re- 
lating to eligibility of paper for redis- 
count became effective on October 1, 
and are as follows: 

1. Securities defined by the Comp- 
troller of Currency as eligible for in- 
vestment by national banks. 

2. Loans on stocks made in compli- 
ance with Regulation U of the board. 

3. Mortgages and loans insured un- 
der Titles I or II of the National Hous- 
ing Act. 

4. Debentures and bonds issued by 
Federal Home Loan banks or under 
authority of the Federal Farm. Loan 
Act. 

5. Bills, notes and revenue bonds and 
warrants issued by states or other po- 
litical subdivisions. 
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6. Obligations issued or drawn for 
the purpose of financing real estate. 

7. Obligations issued for the purpose 
of financing the sale of goods on an 
installment basis. 

In addition, when in the judgment of 
the Federal Reserve banks it is advis- 
able to do so, they may make advances 
on any assets which they consider sat- 
isfactory. 

While, with the exception of ad- 
vances on “obligations issued for the 
purpose of financing the sale of goods 
on an installment basis,” the above 
regulations are not new, taking the 
regulations in their entirety, it will be 
seen how far away the Federal Reserve 
has traveled since its inception. The 
idea with which the system started out 
—that of rediscounting short-time com- 
mercial paper—has gone with the 
winds, 


In the last issue of THE BANKERS 
MaGazINnE a banker put forth a strong 
plea for the separation of investing 
from commercial banking. It will be 
seen that the Federal Reserve regula- 
tions take a complete jump in the con- 
trary direction. For if the Reserve 
banks. will make advances on bonds, 
mortgages or anything considered good, 
why should the member banks bother 
about what now seems to be regarded 
as an academic distinction as regards 
the different classes of their assets. The 
quality of these assets, in the opinion 
of the Federal Reserve Board, is more 
important than their form. Possibly so, 
although time was when the form of 
assets held by a bank whose deposits 
were payable on demand was a matter 
of no small importance. But if banks 
can meet the demands of their de- 
positors by advances from the Federal 
Reserve banks against any assets the 
latter consider satisfactory, why should 
the member banks worry about the 
form of their securities. There exists 
an inexhaustible fountain of credit to 
which they can repair in time of need. 
Still, unless these advances are for a 
very limited period, a short-time credit 
has been imposed on those of long 
term. In principle, such advances con- 
stitute a further pyramiding of credit 
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—something once considered as against 
sound banking. 

A high banking authority of other 
days declared that the art of banking 
consisted in the ability to distinguish 
between a mortgage and a bill of ex- 
change. It would seem that to the Fed- 
eral Reserve authorities it is no longer 
necessary to make this distinction. All 
forms of security look alike to them. 

Behind these regulations may be seen 
a retreat from the position of the Fed- 
eral Reserve authorities taken earlier 
in the year. Then they were afraid of 
a boom, and by increasing reserves of 
member banks sought to halt its advent. 
Now that a recession has taken place, 
they are compelled to reverse their 
policy. 

Liquidity of banking assets once 
meant payment in the ordinary course. 
It now means something else—the abil- 
ity to liquidize a solid by passing it on 
to the Federal Reserve banks. That 
which was ice in the hands of a mem- 
ber bank melts in the process of transfer 
to the Federal Reserve Bank. 


BRANCHES IN PRINCIPAL CITIES 


While regard for sound banking 
principles renders this discussion perti- 
nent, its present practical importance 
is negligible, for the simple reason that 
member banks are not now borrowing 


from the Federal Reserve. When the 
time comes that they must seek advances 
from this source, they need no longer 
worry about having their assets in a 
form eligible for rediscount. Any kind 
of good security will answer. As to 
the observance of sound banking prin- 


ciples, “why bring that up?” 


© 


HEN bankers meet in their annual 
conventions, they indulge the usual 
propensity of those engaged in any call- 
ing to talk shop. It is plain enough 
that bankers are chiefly concerned with 
problems relating directly or indirectly 
to the conduct of their own business. 
As they meet in their conventions, it is 
quite natural that they should concen- 
trate on these problems. 
May it not be possible, at certain 


373 





374 


times, that other than pure banking 
problems are of greater practical .im- 
portance? 

The country and the world today are 
in a peculiarly tense situation. Bank- 
ers, on account of their well-known 
conservatism, might discuss this situa- 
tion with such calmness, moderation 
and clarity as to contribute materially 
toward helping to relax this tension. 
But, in going outside their own business, 
the bankers find themselves hampered 
by the fear of venturing into a field 
where, owing to political affiliations or 
a difference in economic viewpoint, seri- 
ous controversies will be encountered. 
Take, for example, such issues as the 
New Deal, the Supreme Court contro- 
versy, and the war situation. It is dif- 
ficult to discuss these and other prob- 
lems of a like character without in- 
curring more or less danger of arous- 
ing antagonism on the part of many 
who are present at the conventions. If 
bankers find themselves restrained, for 
the reason stated, from discussing these 
wider problems which are really of 
vital interest to the country and there- 
fore to bankers, it is to be regretted. 

Probably, after all, the banker will 
have to stick to his last, so to speak. 


O} 


ADDRESSING the last annual con- 

vention of the Pennsylvania Bank- 
ers Association, the president of that 
organization, Carl W. Fenninger, vice- 
president of the Provident Trust Com- 
pany, Philadelphia, said: 


The experiences through which we have 


gone during the last few years have shown - 


that much trouble might have been avoided 
had standards of bank management gener- 
ally been of a somewhat better grade. The 
best way to bring this about is to develop 
the personnel of our institutions. 


That standards of bank management 
are susceptible of much improvement 
is a fact recognized by the leading 
bankers of the country, and they are 
trying both by their counsels and their 
actions to effect such improvement. 

No doubt, as Mr. Fenninger said, the 
best way to bring this about is by a 
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development of the personnel of the 
banks. For,.primarily, the .soundness 
of a bank will be zeflected by the char- 
acter of tnose who direct and manage 
its affairs. 

There are, however, other influences 
which affect standards of bank man- 
agement, though these may be less di- 
rect than those to which Mr. Fenninger 
referred—the personnel of the banks. 

The banking laws and their admin- 
istration, the long-established practices 
and traditions of banking and the state 
of business of all kinds, will inevitably 
play some part in shaping the stand- 
ards of bank management. 

While, therefore, it is highly desir- 
able, and even of first importance, to 
raise the standard of bank management 
by the development of banking per- 
sonnel, it is also essential that due at- 
tention be given to other factors in 
the case. 

People are naturally disposed to 
blame the banks when failures among 
these institutions are numerous and dis- 
astrous. And this is the point where 
the blame chiefly belongs. But the 
banking system, the course of business, 
the failings of those who deal with 
banks, the extravagance of governments 
—these are contributing factors which 
do not absolve the banks of their re- 
sponsibility, but show how difficult is 
the navigation of a poorly equipped 
financial craft before a hurricane. 
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SOUVENIR BOOK 

THE International Bank, at 726 Jack- 
son place, Washington, D. C., has pub- 
lished a souvenir book entitled “Your 
National Capitol” which is of distinct 
historical value. It contains 100 pages, 
nine by twelve inches, with more than 
fifty views of national interest together 
with individual photographs of the 
entire membership of Congress. The 
high quality of the printing, engraving 
and content is such as to fully justify 
its preservation. Although the book 
is priced at $1 a copy, the International 
Bank has agreed to accept orders from 
subscribers to THF BANKERS MAGAZINE 
at fifty cents a copy. 





Analyzing Federal Reserve Figures 


By F. L. Garcia 


Statistician, Hoit, Rose & Troster 


OST of us are so accustomed to 

working with the immediate de- 

tails of daily banking that in- 
advertently or not we usually are out 
of touch with the broad trends affecting 
the banking system generally. Even 
when our statistical department keeps 
posted on such general trends, it is of 
invaluable aid to the bank executive, 
department head and interested employe 
to have some personal means of keep- 
ing informed on trends. Such a means 
is. to keep worksheets of important 
banking figures, posted weekly, supple- 
mented by reading once a month the 
Federal Reserve Bulletin for indications 
and explanations of policies. 

Probably the most concise and im- 
portant statistical series worked out by 
the Federal Reserve System is it “Sup- 
ply and Use of Member Bank Reserve 
Funds,” published every Friday based 
on figures of the preceding Wednesday. 
Of the $44 billion in net deposits in 
the United States at the close of 1936, 
excluding mutual savings deposits, 
member banks accounted for $36 bil- 
lion, or 82 per cent., so that this series 
amply reflects the size and trend of 
bank reserves and the attitude of the 
Board of Governors and the Treasury 
to large or small “excess” reserves, the 
basis for potential expansion of loans 
and investments. 

In construction, the table* represents 
a consolidation of figures from the 
combined statement of the twelve Fed- 
eral Reserve banks and from the circu- 
lation statement of the Treasury which 
affect member bank reserve balances. 
From the Federal Reserve combined 
statement, the table draws its figures 
on Federal Reserve credit—bills dis- 
counted, bills bought, holdings of U. S. 
Government securities, industrial ad- 


*The reader is referred to the July, 1935, 


Federal Reserve Bulletin for a detailed ex- 
planation. 


vances and other Federal Reserve credit. 
Also from the Federal Reserve com- 
bined statement come the figures on 
Treasury deposits with the Federal Re- 
serve banks, non-member deposits and 
other Federal Reserve accounts. And, 
of course, the Federal Reserve -com- 
bined statements also furnish the figure 
for total member bank reserve balances. 

The circulation statement of the 
Treasury furnishes-the table~ with- its 
figures on monetary gold stock, money 
in circulation, Treasury currency out- 
standing and Treasury cash. 

Thus consolidated, these factors give 
a bird’s-eye view of the influences 
working to increase or decrease mem- 
ber bank reserve balances, aside from 
expansion or contraction in loans and 
investments by the member banks them- 
selves. Expansion in loans and in- 
vestments in turn is influenced by the 
volume of reserves above those legally 
required to be maintained against de- 
posits—the “excess” reserves,  esti- 
mated weekly by the Federal Reserve 
Board of Governors and_ published 
simultaneously with the “Supply and 
Use” table. 

Factors which increase member 
bank reserve balances are: 


Increases in: 
Federal Reserve credit 
Monetary gold stock 
Treasury currency 


Decreases in: 
Money in circulation 
Treasury cash 
Treasury deposits with Federal Re- 
serve banks 
Non-member deposits 
Other Federal Reserve accounts 


Factors which decrease member bank 
reserve balances are the opposite of 
the above—reduced Federal Reserve 
credit, gold stock and Treasury cur- 
rency, and increased circulation, Treas- 
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TABLE I 
Suprty anp Use or: Memuer Banx Reserve Funps, Ocr. 13, 1937 
(in millions) 


Bills discounted 

Bills bought 

U. S. Government securities 
*Industrial advances 

Other Reserve Bank credit 
Total Reserve Bank credit 
Gold stock 

Treasury currency 
Member bank reserve balances 
Money in circulation 
Treasury cash 


Treasury deposits with Federal Reserve banks 
Non-member deposits and other Federal Reserve accounts 


*Not including $15,000,000: commitments Oct. 13. 
Excess reserves of member banks on October 13 were estimated to be approximately 


$990,000,000. 


ury cash and deposits, and non-member 
and other Federal Reserve accounts. At 
any one time, of course, the. increases 
or decreases are various, but each item’s 
fluctuation. has a. positive or negative 
effect on member bank reserve bal- 
ances. 

The “supply” or sources of member 
bank reserve balances are Federal Re- 
serve credit, monetary gold stock and 
Treasury currency. The “uses” are 
money in circulation, Treasury cash 
and deposits, and non-member deposits 
and other Federal Reserve accounts. 
Thus, an equation is. implied, the Fed- 
eral Reserve credit, monetary gold 
stock and Treasury currency equalling 
the money in-circulation, Treasury cash 
and deposits, non-member bank and 
other Federal Reserve accounts, plus 
the total of member bank reserve bal- 
ances. If this balancing nature of the 
items is kept in mind, the table is 
simple and easy to understand and to 
follow. In constructing one’s work- 
sheet, however, it is better to arrange 
the items by sources and* uses rather 
than as an equation, as the chief inter- 
est is the net effect on member bank 
reserve balances. 

The credit and money market policy 
of, the Federal. Reserve Board of Gov- 
ernors and the Treasury, in so far as it 
is concerned with member bank reserve 
balances, is actively indicated .by cer- 
tain of the “Supply and Use” factors. 


The powers of the Board of Governors 
of the Federal Reserve System over 
member bank reserve balances may be 
summarized as follows: 

(1) The power, under the Banking 
Act of 1935, to increase or decrease 
legal reserves maintained against de- 
posits within the range of reserve re- 
quirements on August 23, 1935, to 
double those requirements. 

(2) The power, under Section 14 of 
the Federal Reserve Act, to buy and 
sell Government securities as well as 
bills. 

(3) The power to raise or: lower re- 
discount rates and make advances on 
various types of paper or any “sound” 
assets to member banks seeking to re- 
plenish reserves. 

Today, with the power to raise re- 
serve requirements exhausted, the chief 
factor in the “Supply and Use” table 
indicating active Federal Reserve policy 
is the volume of Government securities 
held by the Federal Reserve banks. 
Through “open market” operations, an 
increase in holdings raises member bank 
reserve balances; a reduction, decreases 
reserves. 

The powers of the Treasury affecting 
member bank reserve balances may be 
cited as follows: 

(1) Exclusive control of the Stabi- 
lization Fund, with resources of $1.8 
billion. and original: deposits of $200 
million in the Federal Reserve banks, 





Two New... Simplified 
Proving Plans 


Designed to meet 


TODAY'S REQUIREMENTS 


The new Burroughs Simplified: Balancing Plan estab- 
lishes a simplified routine and a faster flow of items in 
the moderate-size bank at minimum cost. 


It eliminates needless operations and then simplifies 
those that remain. Items are written directly on the final 
records, which are balanced periodically during the day, 
so that the final balance is almost immediate. 


This Burroughs plan is so simple that it can be installed 
with a minimum of inconvenience and cost. 


The new Burroughs Simplified Proof Plan reduces item 
costs to a new low, provides better item control, and levels 
peak periods. Here are some specific advantages: 

1. New and inexperienced help can operate it satisfactorily. 


2. Errors are localized to the individual deposit, eliminating con- 
siderable checking time. 


. Float and uncollected funds information are provided as a 
by-product of proving. 


. Rush items receive preferred attention, while remaining items 
are handled during slack periods. 


. The flexibility required to handle different types of deposits 
and varying types of sorts is provided. 


. Fewer machines are required, and machine demands at peak 
periods are lessened. 


7. Production is increased by eliminating non-productive steps. 





Call the lecal Burroughs office, or write to Burroughs Adding Machine Co., Detroit, Mich. 


Burroughs 








140,000 PERSONS .... men and women, die annually of cancer. 


Yet cancer, if discovered in time, can be cured . . . Purchase the label shown 
above, place it on your Christmas packages, and join one of the greatest 
crusades of our times: the fight against ignorance and fear of cancer. Help spread 
our message by doing your part... FIGHT CANCER WITH KNOWLEDGE 


WHAT YOU CAN DO TO HELP. Send $1.00 to New 
York City Cancer Committee, 165 East 91st Street, for 10 
labels and 1 year’s subscription to the new publication 
“The Quarterly Review.” If you live outside the city, write 
to New York State Cancer Committee, Rochester, N. Y. 


THE NEW YORK CITY CANCER COMMITTEE 
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TABLE II 


Suprty anp Use or Memper Banx Reserve Funps 
(in millions) 


Tiems increases in which add to reserves: 
Bills discounted 

U. S. Government securities 

Industrial advances 

Other Reserve Bank credit 


- Gold stock 


Treasury currency 

Ttems increases in which reduce reserves: 
Money in circulation 

Treasury cash 


Treasury deposits with Federal Reserve banks 
- Non-member deposits and other Federal Reserve accounts .... 


Totals 


Net change in member bank reserve balances 


Net change in estimated required reserves 
Net change in estimated excess reserves 





_ with power to buy and sell Government 
securities, gold and foreign exchange. 

(2) The power to “sterilize” gold 
» imports, which ordinarily would add to 
» member bank reserve balances, by bor- 


" rowing amounts in the money market 


’ equal to incoming gold. Conversely, 
' the power to “de-sterilize” gold from 
the inactive gold fund. 

(3) The power to print silver and 
gold certificates against the silver and 
gold holdings, add to deposits in the 
Federal Reserve banks, and spend from 
such deposits, thereby adding to mem- 
“ber bank reserve balances. 

(4) The Treasury’s borrowing and 
spending operations, which affect the 
volume and distribution of member 
bank reserve balances. 

The factors in the “Supply and Use” 
table reflecting Treasury moves are, of 
course, Treasury cash and deposits with 
the Federal Reserve banks as well as 
Treasury currency outstanding. 

On the other hand, money in circu- 
lation, gold movements in the absence 
of sterilization or other control meas- 
ures and fluctuation in non-member de- 
posits are, mechanically speaking, be- 
yond direct influence of the policy of 
the Board of Governors and the Treas- 
ury. 

Table I shows the “Supply and Use” 


Oct. 14, 1936— 
Oct. 13, 1937 
Added to Reduced 
Reserves Reserves 
+815 
+96 


+1,781 
+89 


+269 
+1,213 


+212 


—52 


$2,033 


+302 
+1,382 
—1,080 


$1,731 


table as it was reported as of a recent 
date. Table II summarizes the changes 
over the preceding twelve months. 

The measures of the Federal Reserve 
Board of Governors affecting member 
bank reserve balances have undergone 
a significant change during the past 
year. From 1929 to 1933, the policy 
was “reflationary”—open market op- 
erations in Government securitiés were 
engaged in, with the aim of creating 
low money rates and thereby encourag- 
ing reflation. These open market op- 
erations did not add substantially to 
excess reserves until 1933, inasmuch 
as money circulation up to the banking 
crisis increased and also member banks 
utilized the additional reserves to pay 
off borrowings at the Federal. After 
the banking holiday, abnormal circula- 
tion declined, and by the fall of 1933, 
excess reserves reached $800 million. 
At this point, the Federal Reserve 
Board of Governors discontinued open 
market operations. 

Subsequently, additions to monetary 
gold stock from imports and production 
began to assume gigantic proportions, 
adding to excess reserves far beyond 
the control of Federal Reserve open 
market operations. By the summer of 
1936, excess reserves were over $3 bil- 
lion, largely as the result of accessions 
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to gold stock of $3.5 billion from the 
fall of 1933 (adjusted) to mid-August 
of 1936. The $3 billion in excess re- 
serves compared with total Federal Re- 
serve credit of $2477 million. Thus, 
in order to bring excess reserves within 
control of open market operations, and 
to avoid the possibility of an uncon- 
trolled and injurious credit expansion, 
some increase in reserve requirements 
was necessary. 

Hence, ensuing moves were restric- 
tive. On July 14, 1936, the Board of 
Governors announced a 50 per cent. in- 
crease in legal reserve requirements, 
effective August 15, 1936. On August 
19, excess reserves were down from 
$3170 million the preceding week to 
$1810 million, compared with total 
Federal Reserve credit outstanding of 
$2457 million. Excess reserves were 
once again subject to quantitative con- 
trol of open market operations. 

But the increase in gold stock con- 
tinued. The gain in monetary gold 
totaled about $700 million between 
mid-August of 1936 and the close of 
January, 1937. The trend indicated 
Thus, effective 
Dec. 24, 1936, the Treasury an- 
nounced its sterilization of new incom- 
ing gold. On January 30, 1937, the 
Board of Governors again increased re- 
serve requirements by the other 50 per 
cent. allowed by law, one-half of the 
increase to be effective March 1, 1937, 
and the other. half effective May 1, 
1937. As of May 5, 1937, excess re- 
serves dropped to $890 million, well 
within control of open market opera- 
tions. 

Accompanying this contraction, how- 
ever, was persistent weakness in Gov- 
ernment securities. “Country” banks 
recalled a large volume of city balances 
and money center banks found them- 
selves with low excess reserves in rela- 
tion to the expanding commercial loan 
demand and seasonal increases in cir- 
culation. Short term money rates rose. 

Thus, restrictive moves have been 
replaced by positive measures. Redis- 


further gold imports. 
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count rates were reduced beginning 
August 20, 1937, by 1% per cent. at 
various Federal Reserve banks to low- 
est levels on record, the New York rate 
being only 1 per cent. on eligible 
paper. Now that excess reserves are 
lower, particularly in banks in the 
money centers, rediscount rates are be- 
ginning to be more important as an in- 
strument of policy. 

On September 11 and 12, the Open 
Market Committee announced a policy 
of purchasing short term Government 
securities in the open market to pro- 
vide banks with reserve balances to 
meet seasonal demands. In addition, 
the committee recommended that the 


Board of Governors “request” the Sec- 
e q 


retary of the Treasury to release $300 
million of gold from the Treasury in- 
active fund. This was done, thereby 
increasing member bank reserve bal- 
ances as the Treasury spent these funds 
from its resulting deposits in the Fed- 
eral Reserve banks. 

In this connection, the point was em- 
phasized that these moves were in con- 
formity with the system’s policy of 
maintaining easy money, which re- 
mained unchanged. In other words, 
although restrictive measures were 
adopted, they were designed to achieve 
better control of credit expansion, 
rather than discourage expansion. 

Finally, the announcement of revised 
Regulation “A,” relating to power to 
make advances to member banks as 
broadened by the Banking Act of 1935, 
was so timed as to give the further im- 
pression of determination to maintain 
easy money conditions. 

Such information on policies as the 
above, combined with periodic study 
of the weekly “Supply and Use” fig- 
ures, should keep one well posted on 
significant banking trends. It is hoped 
that this exposition of the “Supply and 
Use” table and of recent policy meas- 
ures will stimulate greater interest in 
these data, without which it is difficult, 
even for one engaged in banking, to be 
adequately informed on his subject. 





MONETARY MANAGEMENT and 
The Problem of Price Stabilization 


By Dr. A. Puitip WooLrson 
Economist; Member of the New York Bar 


N March 25, 1937, Senator Elmer 
Thomas of Oklahoma introduced 


a bill having for its title: “A bill - 


for the regulation and stabilization of 
agriculture and commodity prices 
through the regulation and stabilization 
of the value of the dollar, pursuant to 
the power conferred on the Congress by 
paragraph 5 of Section 8 of Article I 
of the Constitution, and for other pur- 
poses.” 

On June 8, Edward A. O’Neal, presi- 
dent of the American Farm Bureau 
Federation, urged before the Senate 
Agriculture Committee that Congress 
adopt a “managed currency” policy to 
assure stable prices for all commodities. 
At the same time E. S. Foster, general 
secretary of the New York Farm Bu- 
reau Federation, also advocated man- 
aged currency to secure a stable price 
for farm products. 

It is the purpose of this discussion 
to present some of the problems facing 
our monetary management authorities 
in the attempt to stabilize our com- 
modity price level. 

Since 1933 the Administration has 
pursued a monetary and credit policy 
with the direct and primary objectives, 
first, of reflating the commodity price 
level so that the burden of the existing 
debt structure could be borne more 
easily; and secondly, the creation of 
bank credit by the commercial banking 
system, so that the volume of commer- 
cial bank credit outstanding should be 
sufficient to finance a “normal” or 

prosperity” volume of production, 
trade, and employment without result- 
ing in an undue rise in the commodity 
price level. 


Both objectives have to a degree 


been attained. However, the movements 
im commodity prices in the United 


States since the fall of 1936, the con- 
tinued unbalanced budget position, to- 
gether with the reversal early this year 
in the trend of Government securities 
and other high-grade bonds, have 
created a feeling of uncertainty in the 
minds of many as to how effectively 


In the last analysis, how ef- 
fectively our commodity price 
level can be stabilized over the 
next several years would seem to 
depend principally upon four 
factors: 

1. How effectively the inflow 
of foreign funds into our mar- 
kets can be prevented from pro- 
ducing instability in the foreign 

. and domestic economic picture; 

2. How effectively a domes- 
tic speculative commercial loan 
situation can be prevented from 
developing ; 

3. How effectively foreigners 
and our own nationals will be 
limited in the exercise of their 
control over their deposits in our 
banks; and 

4. Upon what measures will 
be adopted to limit any undue 
further increase in the aggregate 
volume of such deposits, or in the 
efficiency with which they will 
be used. 


our monetary controls over the next 
several years will succeed in prevent- 
ing instability in our business and 
price structures. 


Threat of General Inflation 


While the current volume of com- 
mercial bank deposits outstanding has 
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in recent years been sufficient to finance 
a large increase in production in the 
aggregate without being accompanied 
by marked changes in the commodity 
price level, nevertheless the danger has 
always been present that in specific in- 
dustries an indeterminate volume of 
bank credit would be used which would 
not be required to finance normal in- 
creases in production, but instead 
would merely involve a degree of specu- 
lation for higher prices. The danger 
in that event would be the prospect for 
the spread of monetary inflation 
through the entire commercial and in- 
dustrial field with the inevitable re- 
sult sooner or later of a severe busi- 
ness recession and credit and price de- 
flation. 

It was probably with this in mind 
that President Roosevelt recently de- 
clared that the Government would re- 
frain from making certain expenditures 
in the durable goods industries. For 


it seemed that in these fields an increase 
in demand on the part of the Adminis- 
tration would to a degree result not in 
increasing production and stimulating 


reémployment, but would lead to a 
speculative and inflated price structure. 

The objective would seem to be to 
prevent the development in our com- 
mercial loan situation of certain tend- 
encies such as were experienced by the 
commercial banking system in_ the 
1919-20 period. It. is a matter of 
opinion whether the large percentage 
increase in commercial loans by the 
commercial banking system in the past 
year has been used in its entirety to 
finance normal consumptive require- 
ments for increased production. The 
sharp rise in commercial loans has 
moreover undoubtedly in some cases 
compelled, and in other cases induced, 
banks to let go of some of their bond 
account. To some extent this would 
seem to be due to the fact that com- 
mercial and business concerns had been 
borrowing in anticipation of price rises 
rather than in anticipation of increased 
consumer demands. 

The Banking Acts of 1933 and 1935 
have gone to. great lengths to provide 
for the control of excessive security 
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speculation. Various provisions re- 
strict the volume of credit that the com- 
mercial banking system could provide 
to finance security market transactions. 
There are, however, no provisions in 
the banking legislation which provide 
that the commercial banks must be 
regulated in the volume of speculative 
commercial credit that they extend to 
their borrowers. 


The Objective of Credit Control 


An effective credit control policy that 
would look to the development of a 
satisfactory program for the stabiliza- 
tion of the commodity price level would 
seem to require an appraisal of the 
ideas of those who are responsible for 
the guidance of our monetary and credit 
policies. 

It has not been altogether clear 
whether those responsible for monetary 
management have had as an objective 
primarily a reflation of the commodity 
price structure to the 1926 level and 
the attempt to stabilize it at that level, 
or whether, because of the pressure of 
Treasury requirements, the primary ob- 
jective has been to stabilize the long- 
term interest rates at about a 24% per 
cent. basis for long-term governments, 
while at the same time encouraging 
some increase in short-term money 
rates from the abnormal low levels 
which they had reached during the de- 
pression. 

The difficulty of course is clear. If 
the theory is that long-term money 
rates must be stabilized on the average 
at a level from 1% per cent. to 1%4 
per cent. lower than those prevailing in 
the pre-1929 decade, then the problem 
simply resolves itself into the creation 
and maintenance of such a volume of 
commercial bank deposits and of ex- 
cess reserves that there will be a con- 
stant pressure on the part of bank de- 
positors and by the banks themselves 
for long-term investments. The result 
in that event would seem to be that a 
monetary base for such an excessive 
volume ‘of credit will be created as will 
be more than sufficient to finance an 
increase in production and trade at so- 





To the 
hills! 


Learning that the levee might break, 

an Arkansas merchant boarded up 

his store, then took his telephone 

from the wall. “I didn’t want it to get wet,” he 
explained, as he carried it to safety! 

Such instinctive acts speak louder than words. To 
millions of people, the telephone—an inanimate 
object—is almost a member of the family. More 
than three hundred thousand Bell System men and 
women seek to make it always your unfailing friend. 


BELL TELEPHONE SYSTEM 


called “normal” or prosperity levels, 
at either the present or moderately 
higher price levels. As a matter of 
fact, the effect may be not only to 
render possible an increase in produc- 
tion to normal levels, but to induce 
speculative over-reaching to some ex- 
tent by some bank borrowers, and re- 
sult in an upward pressure on the com- 
modity price level. 

For with a large excess of deposits 
pressing for investment, the commer- 
cial banks’ lending rates to their bor- 
rowers on the average must remain 
markedly lower than the pre-1928 level, 
if the emphasis by the monetary author- 


ities is that long-term money rates stay 
low. The result is that there may be 
a marked pressure on the commercial 
banking system to extend speculative 
commercial credits, provided that 
money rates on short-term securities do 
not reach a level which to the commer- 
cial banking system is as profitable as 
their lending rate return. The very 
substantial increase in the commercial 
loans of the commercial banking system 
that is to be expected over the next 
several years with the maintenance and 
prospects for continued improvement in - 
the volume of business and trade, sug- 
gests the extreme importance of the 
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prevention of the development of an 
excessive speculative loan situation’ in 
the commercial lending field. 

The decision to stabilize commodity 
prices at about the 1926 level would 
seem to demand not only qualitative 
credit control but also quantitative 
credit control measures. In other 
words, the commercial banking system 
may be restrained through rulings or 
suggestions of one kind or another 
from extending speculative loans to 
finance unnecessary demands by com- 
merce or industry whenever they show 
signs of developing: or open market 
operations by the central bank will have 
to be relied upon as effective controls 
over commercial bank practices, re- 
gardless of the possible adverse effect 
of such operations on the level of long- 
term money rates. 

It is of course a matter of opinion 
whether the Federal Reserve authorities, 
in formulating their policy for supply- 
ing domestic industry with the proper 
volume of credit will find it possible 
to employ their powers for the sole pur- 


pose of maintaining stability of the 
commodity price level.* 


Standards to Be Met 


In formulating a domestic monetary 
policy looking toward the prevention 
of an inflated credit and commodity 


*In this connection the distinction should 
be kept clearly in mind between stabiliza- 
tion of the price level and stabilization of 
the prices of specific commodities. Professor 
Irving Fisher in the February, 1924, Con- 
gressional Hearings on a bill to stabilize 
the purchasing power of money brings out 
this distinction clearly, as follows: 

“The control of prices and the control 
of price levels are two absolutely separate 
and distinct things. There should be no 
control of prices; the law of supply and 
demand should rule with individual com- 
modities, and not be interfcred with by the 
Federal Reserve Board or the several Fed- 
eral Reserve banks. On the contrary, this 
law would prevent one kind of disturbance 
entering into the individual price, namely, 
that following from the disturbing of the 
price level. The price level is the purchas- 
ing power of the dollar, or rather, is its 
reciprocal. The two things, the individual 
price and the price level, are absolutely and 
totally distinct.” 


price situation, our monetary author- 
ities will find that they have to meet 
the standards set up by the Right Hon. 
R. McKenna, chairman of the Midland 
Bank, in a speech at a shareholders’ 
meeting held in January, 1924. The 
standards set up by Mr. McKenna at 
that time would seem to be particu- 
larly appropriate to our present mone- 
tary situation. Mr. McKenna at that 
time said: 

“Many people look upon any in- 
crease in the amount of money as in- 
flation. They fail to observe the dis- 


‘tinction between the different kinds of 


bank loans which create additional 
money and denounce them all in one 
sweeping judgment. When a govern- 
ment shrinks from raising sufficient 
revenue by taxation to cover its current 
expenditures and makes good the de- 
ficiency by borrowing from banks, I 
agree that inflation of this kind deserves 
unqualified condemnation. It leads to 
a depreciation of the currency, and I 
need not dwell upon the social and 
commercial evils that- must befall a 
nation in these circumstances. But a 
bank loan to a manufacturer or mer- 
chant, as the result of which more goods 
are brought into existence and placed 
upon the market, is on a different foot- 
ing. In-the first case-the loan remains 
outstanding after the proceeds have 
been spent; in the second, when the 
goods have been produced and sold, the 
money received for them is available 
for repayment of the bank loan, or, to 
use a common phrase, the loan is self- 
liquidating. There is a distinct limit, 
however, to the justifiable creation even 
of productive credits. As soon as there 
is sufficient money to carry the full vol- 
ume of production of which the nation 
is capable, no more should be created 
and the repayment of past loans should 
balance the extension of new ones. 
“The essential condition to justify an 
addition to the supply of money is 
that a greater volume of goods should 
be in course of production. If more 
work-people are employed more goods 
will be produced, and we have therefore 
in the movement of the figures of the 
unemployed one of the indications 
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EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 
McARDLE & McARDLE 

ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


which should direct our policy. We 
must be careful, however, to recognize 
that the unemployed returns include a 
certain number of unemployable and 
that when we get down to this residuum 
an additional supply of money will not 
be accompanied by an increase of pro- 
duction. The only result will be higher 
prices, and a true condition of inflation 
will arise. Shortly stated, the argu- 
ment is as follows: When national out- 
put is below productive capacity, the 
policy should be to let money out; when 
production is at a maximum, the out- 
flow of money should be checked and, 
if inflationary symptoms have ap- 
peared, money should be withdrawn.” 

It is unfortunate but yet it would 
seem to be true that in this country we 
could have a volume of production in 
the aggregate at the so-called “normal” 
or “prosperity” level, and a level of 
commodity prices at about the 1926 
average, and still we would have a vol- 
ume of unemployment ranging possibly 
from five to seven millions. A credit 
policy which has for its objective the 
maintenance of a volume of credit suf- 
ficient to finance a normal volume of 
business at the 1926 price level may 
prove to be, unless adequate credit con- 
trol measures are developed, an en- 
tirely different matter from having a 
credit policy which has as its objective 
the maintenance of low long-term 
money rates and depressed short-term 
money rates in the hope that either they 
will ultimately result in the reémploy- 
ment by industry and commerce of all 
the able unemployed, or if there should 
not result a full reémployment, that 
such low money rates are essential for 


New York City 


financing Treasury budgetary require- 
ments. 

In addition to the limitations placed 
by our unemployment and relief prob- 
lems upon an effective monetary policy 
looking to the stabilization of commod- 
ity prices at the current or a moder- 
ately higher price level, is the definitely 
disturbing influence on the foreign ex- 
changes and the future of the price 
level of the large inflow of foreign capi- 
tal for investment in our market. 

The transfer of funds from abroad 
has to an appreciable degree involved 
the withdrawal of capital funds pre- 
viously invested in, or requisite for, 
producing the current annual national 
income of the foreign countries _ in- 
volved. The result has been in some 
of these countries not only an unbalanc- 
ing of the domestic economy but a se- 
vere pressure on the exchanges; for the 
only form in which domestic savings 
can be transferred abroad, assuming no 
increase in the external demand for the 
commodities, services, or investments of 
the nationals, is to transfer gold. 

The conditions which have brought 
about such liquidation of foreign sav- 
ings from their own economy are not 
conditions which can be cured by the 
orthodox measures of stimulating a 
cyclical business recovery. In a situa- 
tion where there occurs a fairly steady 
liquidation of national savings by for- 
eigners and a pressure for their invest- 
ment abroad, the maintenance of a 
stable exchange or a stable price level 
become tremendously complex prob- 
lems. The pressure for investment 
abroad without the counterflow of funds 
for investment internally means that 
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PROBLEMS IN SMALL LOANS and, 
to our surprise, we found that we did 
not know much about the small loan 
or co-maker business, although we have 
been very successful in operating a 
co-maker industrial loan business. We 
have read and re-read your book and 
could not refrain frém° writing you to 
state that we appreciate the work more 
than words can express.” 
WYATT AIKEN, President 
Industrial Finance Company, 
Greenville, 8, C. 


PROFITS 


AND 


PROBLEMS 


IN 
SMALL LOANS 


By HOWARD HAINES 
Cashier, First State Bank 


Kansas City, Kansas 


In this new book the author discusses 
the possibilities and problems of the 
small loan department based not only 
on his own experience but on data 
gathered from bankers in all parts of 
the country who have conducted such 
departments. 


Among other topics Mr. Haines con- 
siders Modernization Credits; Industrial 
Banking; Chattel Loans, Co-Maker 
Leans and Automobile Financing. 


BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 


You may send me on approval a copy 
of “Profits and Problems mall 
Leans” by Howard Haines. At the 
end of 5 days I will either remit $3.50 
or return the book. 


there’ is a persistent pressure on the 
foreign exchange level of the domestic 
currency. The pressure on the curreney 
reflects a liquidation of the domestic 
economy, and artificial measures must 
be resorted to in the attempt to restore 
a stability in the domestic economy and 
counteract the . deflationary conse- 
quences of capital flight, with its effect 
on money rates, commodity prices, se- 
curity values, etc. To what degree a 
period of further exchange instability 
will eventuate and so materially affect 
the level of commodity prices in this 
country cannot now be predicted. 


In this connection it should be 
pointed out that the fact that our stabi- 
lization fund will have sufficient gold to 
meet any probable outward drain, is 
not sufficient of itself to maintain our 
existing levels of commodity prices and 
security values. For a return of an 
appreciable volume of funds from our 
markets to other countries means a 
liquidation of investments in our mar- 
kets, which must be taken up either out 
of savings (past or current) of our 
nationals, or through loans. At what 
price levels the domestic market will 
take up these securities cannot be 
known. Again because of excessive gold 
sterilization under our current gold 
policy, substantial deflationary repercus- 
sions within our own economy may re 
sult in a marked instability in our com- 
modity price level. 

Thus it would seem that there -are 
several factors that make it difficult to 
foresee at what level our commodity 
price level can be stabilized, or to what 
level of prices in each country the 
equilibrium of international exchange 
will adjust itself. These factors may 
be summarized briefly as follows: 


(1) The doubt as to the successful 
maintenance of central bank and treas- 
ury policies looking to the maintenance 
of low long-term interest rates. 

(2) The continued pressure toward 
increased liquidity and mobility of in- 
ternational capital savings. 

(3) The question of continued suc- 
cess of stabilization funds, in some 
cases to “equalize” exchange fluctua- 
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tions, and in other cases to stabilize 
existing exchange parities. 

(4) The uncertainty as to the main- 
tenance of mechanisms to sterilize gold 
inflows. 

The stabilization of the foreign ex- 
changes under managed currency sys- 
tems renders price stabilization more 
difficult now than when operating un- 
der the old gold standard. Under the 
old gold standard the theory was that 
exchange fluctuations were limited by 
the “gold points,” that is, the figure at 
which it became profitable to send gold 
bullion in payment of the international 
accounts. Continuous exports or im- 
ports of gold in settlement of foreign 
balances were considered unlikely be- 
cause, theoretically, as gold flowed into 
any one country prices in that country, 
measured in gold, should tend to rise, 
and with the rise of prices that coun- 
try should become a more favorable 
market in which to sell goods. The in- 
crease of commodity imports into the 
gold receiving country, according to 
theory, automatically alters the rate of 
exchange, and to that extent diminishes 
the flow of gold. Under the old gold 
standard, therefore, once the equilib- 
rium of international exchange has ad- 
justed itself to the existing level of 
prices in each country, any departure 
from this equilibrium will adjust itself, 
with the export and import of gold 
playing an important réle in the re- 
establishment of the equilibrium. 

When, however, gold movements are 
prevented from reacting upon the credit 
and price structures of the gold export- 
ing and gold importing nations in such 
a way as to correct the disequilibrium 
between the relative price levels of the 
gold exporting and gold importing 
countries respectively, the result is to 
prevent such gold flows from influenc- 
ing those forces operating toward re- 
establishing the balance of payments 
equilibrium between the gold exporting 
country vis-a-vis other countries. 

It can be readily seen that to the de- 
gree that the forces of monetary man- 
agement are directed toward the main- 
tenance of the existing market exchange 
relationship between the dollar, the 
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franc, and sterling, it is necessarily 
more difficult to attain any definite 
equilibration of international price 
level relationships. What in effect has 
happened is that the central banking 
and treasury policies in the several 
countries have worked toward a “peg- 
ging” of the exchanges, but permitting 
fluctuation of commodity prices about 
levels which in important measure de- 
pend for their maintenance on forces 
outside of the control of the monetary 
management authorities. It would seem, 
therefore, that stabilization of our com- 
modity price level is to a degree some- 
thing more than a purely domestic 
credit control problem. 

In the last analysis, how effectively 
our commodity price level can be 
stabilized over the next several years 
would seem to depend principally upon 
four factors: 

(1) How effectively the inflow of 
foreign funds into our markets can be 
prevented from producing instability in 
the foreign and domestic economic pic- 
ture. 

(2) How. effectively a domestic 
speculative commercial loan situation 
can be prevented from developing; 


(3) How effectively foreigners and 
our own nationals will be limited in 
the exercise of their control over their 
deposits in our banks; and 


(4) Upon what measures will be 
adopted to limit any undue further in- 
crease in the aggregate volume of such 
deposits, or in the efficiency with which 
they will be used. 


NOW READY! 
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Invest in Improved 


... PUBLIC RELATIONS 


No matter whether your bank is new or old, large or small, its 
success in the last analysis depends upon the good will and friend- 
liness of the people of your community. . . . Here is a book 


which covers in detail the art of “‘public relations’’—the technique 
of presenting your bank and its services in a favorable light. 


The author of this 
book spent three years 
reviewing everything 
that has ever been 
written on the subject 
of bank advertising, 
selling or merchandis- 


ing methods. 
* 


This book is not only 
a condensation of his 
own views and expe- 
rience in this field but 
it also reflects the best 
thought of many other 
practical authorities. 


MERCHANDISING 


for Banks, Trust Companies and 
Investment Houses 


By L. D. MEREDITH 


HIS book discusses: not: just bank adver- 

tising, or selling banking services, but 
the whole “merchandising process." The 
author believes that bank services may be 
“*marketed” on just as scientific a basis as 
manufactured products and that bankers 
should take just as much pains to analyze 
every step in the process which includes the 
four elements of merchandising, namely, 
market analysis, advertising, selling and 
publicity. 

Financial institutions offer a wide variety 
of services and these services interest the 
consumer for a wide variety of reasons 
demanding many different kinds of “ap- 
peals.”” Between the producer, the bank or 
investment house, and the consumer there 
exists a wide gap which must be bridged. 
This means devoting careful and intelligent 
attention to the tastes of the consumers and 
to the methods by which the message of 
the offering institution may be conveyed to 
customers and prospects. 

This book doesn't discuss means of get- 
ting ‘‘new business” by ballyhoo methods 
only to find that the business thus secured 
costs far more than it was worth. But it 
does show how banks can analyze their 
merchandising problems, decrease their sell- 
ing costs and maintain the good will and 
good understanding of their present cus- 
tomers and future prospects. 

We would be glad to send this book on 
approval without obligation to any bank or 
banker in the United States. 


Price $5.00 delivered. 


BANKERS PUBLISHING COMPANY 


465 MAIN STREET 
CAMBRIDGE, MASS. 





Selecting a Correspondent 


By Georce R. SMITH 
Cashier, The Commercial National Bank, Demopolis, Alabama 


OMPLETE banking facilities are 

more important today than ever 

before in the history of banking. 
It is for this reason that a customer 
bank must choose wisely in its selec- 
tion of correspondents. 

Dormant balances no longer exist in 
correspondent banking and the recent 
increase in the reserve requirements has 
made members of the Federal Reserve 
System study more closely their corre- 
spondent accounts with a view of re- 
ducing balances or eliminating corre- 
spondents not rendering needed services. 

In spite of the increase in reserve 
requirements reports from the Federal 
indicate that during the summer of 
1936 excess reserves amounted to more 
than $3,000,000,000. This is a part of 
the accumulated cash that should be on 
deposit with correspondent banks. Cor- 
respondent banking will suffer as long 
as member banks continue to maintain 
excess reserve balances at the Federal 
Reserve banks. There appears no rea- 
son for member banks to keep excess 
balances with the Federal since they 
do not share in the annual profits as 
do stockholders of other banks. 

The earnings of the Federal Reserve 
banks are paid over to the United States 
Government as a franchise tax after all 
expenses are deducted and a dividend 
on the stock is paid. At the end of the 
year 1936 aggregate reserve balances 
were 44 per cent. in excess of the legal 
requirements and it is interesting to 
note that country banks held 67 per 
cent. above the reserve requirements. 

Let us consider membership in the 
Federal Reserve System, with its ad- 
vantages, and compare the services ren- 
dered by the Federal to the services 
offered by correspondent banks. 

On becoming a member of the Sys- 
tem a bank immediately acquires cor- 
respondents in Boston, New York, 
Philadelphia, Cleveland, Richmond, 


clear transit items. 


Atlanta, Chicago, St. Louis, Kansas 
City, Dallas and San Francisco besides 
the numerous branches that may be 
used to advantage when necessary to 
The geographical 
location of these banks makes possible 
a rapid clearance of items in all sec- 
tions of the United States at no cost 
to member banks. Through the use of 
a deferred credit account it is possible 
to forward checks and other items to 
any Federal Reserve bank for credit to 
the member’s account, at the Reserve 
Bank to which the member is assigned. 
Credits to a member bank’s account are 
made by wire and the items are credited 
the same day they are paid. 

A bank using the plan will be en- 
abled to determine the exact day funds 
on such items will be credited to its 
reserve account and available for use. 

It will be recalled that no complete 
clearing system was used before the 
Federal Reserve banks were created and 
exchange was charged for remitting 
both checks and other transit items. To- 
day member banks are compelled to 
remit at par all checks received from 
the Federal Reserve Bank. This action 
on the part of the System has no doubt 
brought criticism from bankers in all 
sections of the country and has kept 
out a number of banks that otherwise 
might have become members. 

It is an easy matter for the Reserve 
banks to collect checks at no cost to 
members since the entry is simply 
debiting one member’s account and 
crediting the account of another in or- 
der to make settlement. If member 
banks will use the Federal collection 
system for clearing their transit items 
and send to correspondent banks the 
items drawn on the city in which the 
correspondent is located much time re- 
quired in keeping customer bank ac- 
counts will be saved. 

Some bankers | elieve that an increase 
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in Federal Reserve membership will 
cause a decrease in correspondent bank- 
ing. If member banks will transfer 
collected balances to avoid excess re- 
serves and place much of the collec- 
tion work on the Federal, correspond- 
ent banking should become more 
profitable. 

A bank joining the system must sub- 
scribe to an amount of stock equal to 
6 per cent. of its paid-up capital and 
surplus. Only 3 per cent. of the stock 
has been called and today member 
banks would welcome a call for the re- 
maining 3 per cent. since the investment 
returns 6 per cent. in,the form of divi- 
dends annually. Member banks may 
ship or receive coin or currency from 
the Federal Reserve Bank at no cost. 
Also the transfer of balances by wire 
is a useful service furnished by the sys- 
tem. 

All banks in the Reserve System fol- 
low a definite program as outlined by 
the Reserve banks to keep their notes 
eligible for rediscount so they may 
continue to make loans at any time re- 
gardless of the total of their deposits. 
Many of the banks send in to the Fed- 
eral financial statements of their clients 
so that they may be approved for re- 
discount before the loans are made. 
Using this method it is possible for 
a bank to determine the exact amount 
of eligible paper it holds at ali times. 

In the discussion above it is not the 
intention of the author to advocate that 
all banks become members of the Fed- 
eral Reserve System. On the contrary 
it might not be a wise policy for any 
bank to join the system unless it fur- 
nished a definite need. 

For example: if there is only one 
bank in a community and it becomes 
a member of the Federal Reserve Sys- 
tem it must sacrifice exchange on its 
checks which in many cases runs into 
sizable sums. 


Selecting a Correspondent 


Before selecting a correspondent a 
bank should study its needs and the 
profitable services it can render to its 
customers by making a new banking 
connection. Likewise the customer bank 
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should know exactly what benefits jt 
will derive from the larger bank and 
its requirements. 


If a correspondent bank will clear all 
transit items through the customer 
bank, which are payable in the com. 
munity, and permit the customer bank 
to deduct exchange from cash letters, 
this service alone may justify opening 
the account. 

Another factor to be considered in 
opening an account is the movement of 
raw materials and finished products to 
a certain city. 

An illustration of this point is the 
case of one southern bank which was 
called upon by a lumber firm to col- 
lect drafts on a city in which the bank 
did not: maintain a_ correspondent, 
Monthly shipments of lumber covered 
by drafts amounted to approximately 
$25,000. The drafts were not drawn 
“with exchange” and the customer was 
charged 50 cents per each $100 on each 
draft collected. This exchange charge 
represented the cost, or charge made by 
the bank sending the items for collec- 
tion and also the bank making the ae- 
tual collection of the items. This plan 
was not only costly to the customer but 
the loss in transit time was increased to 
seven days. 

If the local bank had opened an ace- 
count in the larger city the correspond- 
ent would have collected the drafts free 
of cost and the local bank would still 
have collected its exchange at the rate 
of 25 cents per $100 with the proceeds 
available for its use at least two days 
sooner which happened to be the tran- 
sit time required to collect the New 
York exchange covering each remit- 
tance. 

Assuming that a state bank already 
maintains the proper connections neces 
sary to clear checks drawn on non- 
member banks, the ideal connection 
would be a correspondent chosen from 
the national bank members of the Fed- 
eral Reserve System. Acquiring these 
correspondents the state bank would 
have two clearance systems. Nom- 
member items could be collected 
through state correspondents and na- 
tional bank items through the Federal 





THE BANKERS MAGAZINE 


Reserve correspondent. In addition to 
this the customer bank would, of 
course, have at its disposal the par 
lists of both correspondents. 

Not only should a customer bank 
look to the clearance of its items before 
choosing a correspondent but also the 
many other services that a larger bank 
can render. 

A correspondent should be efficiently 
organized to handle collections in for- 
eign countries as well as points in the 
United States. 

A customer bank must expect its 
correspondent to pass along charges 
representing “out of pocket exchange” 
which is often necessary in the handling 
of coupons and bonds. 


The Security Department 


The security department should be 
prepared to hold in its possession 
stocks and bonds for customer banks, 
acting as directed with reference to the 
buying or selling of securities, clipping 
coupons and performing other custom- 
ary operations. Many banks offer this 
service free to its customers when com- 
pensating balances are maintained. 
Today correspondents furnish security 
information by letter and are willing 
to discuss in detail any investments 
held by customer banks. 

It might be wise for a customer bank 
to determine whether its correspondent 
is willing to extend loans in case such 
a service is needed. 

In this connection it is a good plan 
for the customer bank to know if it 
can obtain loans from its correspondent 
at reasonable rates on marketable secu- 
rities. In some instances the interest 
rates on such loans are based on the 
average balance of the customer bank 
over a period of years. 

A trust affiliate may be useful to a 
customer bank and correspondents often 
offer this service to customer banks. 

Some consideration should be given 
to the matter of travelers’ checks offered 
by some of the larger correspondents. 
the rate of exchange the customer bank 
18 permitted to retain on the sale of 
correspondent traveler checks is often 
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more than that offered by well-adver- 
tised checks sold by the express com- 
panies. It is possible that banks have 


been overlooking this extra commission. 

The correspondent should, of course, 
have foreign branches in all parts of 
the world since a small local bank is 
often. called upon to collect foreign 
drafts and this business appears to be 
developing rapidly. 


Credit Information 


The credit department of a large 
bank can be used to advantage by cus- 
tomer banks and many of the larger 
institutions have built up these depart- 
ments to such an extent that they are 
able to furnish credit information, or 
obtain it, on. firms, companies or in- 
dividuals in all parts of the country 
and of the world. Another factor of 
importance is the personal service fur- 
nished by numerous correspondents 
today. In dealing with customer banks 
some correspondents assign special offi- 
cers to certain states to study the needs 
of their customers. All dealings with 
customer banks of one state are dele- 
gated to these officers and the banks 
receive close personal attention with all 
facilities placed at their disposal. 


On the other side of the picture we 
must consider the obligations which a 
customer bank owes its correspondent. 
Special consideration should be given 
to adequate balances since no bank 
should expect any large institution to 
perform all the duties necessary in 
carrying its account without compen- 
sation. When a great deal of service 
is rendered and a customer bank uses 
its correspondent for clearing transit 
items, the only accepted method for de- 
termining whether an account is profit- 
able is an analysis made by the cor- 
respondent bank. Unfortunately the 
costs of handling an account varies in 
many banks. This is also true in the 
rate of exchange charged by banks in 
all parts of the country. 

It is difficult for a customer to un- 
derstand why one bank charges him 
$1.00 for a $1000 New York exchange 
while another makes him pay $2.50 for 
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More profits 
and good will 
for your bank... 


That the average city bank can make a 
profit and increase good will by a properly 
organized “small loan department” has been 
clearly demonstrated by banks that have 
succeeded in this field. 


A working manual for bankers who would 
repeat ‘these successes will be found in 


INCREASING 
PERSONAL 
LOAN 
BUSINESS 


By R. E. DOAN 
and 
G. F. FOLEY 


The authors of this book have had years 
of practical experience in developing a small 
loan department in the Denver National 
Bank. They are also the originators of the 
nationally known “Denver Plan” for liqui- 
dating retail charge accounts which is fully 
described in this book. 


Your name and address on the coupon 
below will bring this new book to your desk 
on 5 days’ approval. 


BANKERS PUBLISHING COMPANY 
465 Main St., Cambridge, Mass. 


Please send me jon approval a copy of 
“Increasing Personal Loan Business” by 
Doan and Foley. At the end of 5 days I 
will either remit $2.50 or return the book. 


a check drawn on the same city. If 
it were possible for banks to adopt 
a uniform. rate of exchange for checks 
sold to customers or banks much of 
the business done by the money order 
departments in local post offices would 
be eliminated. 

Customer banks should follow closely 
instructions for handling cash letters 
and collections. The ways in which a 
customer bank can assist its correspond- 
ent and reduce work on its account are 
numerous. For example, if all checks 
returned to a correspondent are charged 
in one total daily only one debit will 
be needed while if the checks are 
charged back as they are received sepa- 
rate entries will have to be made for 
each item. 


Statements 


Another service of importance is the 
reconcilement of statements promptly. 
All outstanding entries shown on a 
statement should be adjusted imme- 
diately and any error detected should 
be shown on the reconcilement with 
the correction date entered opposite the 
amount. 

In rendering statements if a corre- 
spondent bank will pull a statement of 
the customer bank three or five days 
after the end of the period covered and 
show the balances on both dates a great 
deal of correspondence will be elimi- 
nated in reconciling an account. 


For example, if an account is ren- 
dered to November 1 the statement 
could be pulled on November 5 show- 
ing both the balance as of November 1 
and all entries made through the fifth. 
This would make it possible for the 
customer bank to see that all items in 
transit on November 1 had _ been 
credited after that date. Such a plan 
would make it possible for the customer 
bank to trace items in transit without 
help from the correspondent. 

The author believes that the relation 
between a customer bank and its cor- 
respondent should be one of mutual 
assistance with each sharing in the 
benefits and profits from such a con- 
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A Pay-As-You-Go Check System 


That 


Pays 


By WILLIAM PETERSEN 
District Supervisor of Branches, The First National Bank of Boston 


NCREASED earnings and constantly 

increasing public good will are mo- 

tivating impulses back of every 
sound progressive banker. These im- 
pulses, during the past few years have 
spurred the creation and development 
of various checking services that will 
bring the general public into the banks 
of the country—checking services which 
eliminate the minimum balance prob- 
lems and at the same time give the man 
who, at the present time, is unable to 
maintain a regular checking account 
the advantages of paying by check. 

“Register Check Service” is distinctly 
and successfully designed to solve the 
small account problem. Register 
check’s first month’s operation in one 
of the country’s largest banking insti- 
tutions resulted in the issuance of 7782 
checks at a distinctly pleasant net profit 
to the institution. 

Register check is a personal check- 
ing service designed to meet the need 
of the thousands who, because of bank 
service charges and inability to main- 
tain minimum balance requirements, 
have not opened checking accounts. 
Banks want to serve these thousands, 
but only, and properly so, if they can 
do so at a reasonable profit. 


Cost of Small Accounts 


Small accounts provide no earning 
funds, thus the problem becomes a 
question of what may be done to re- 
duce the cost of a checking service to 
a point where it may be offered at a 
price attractive to the user, yet profit- 
able to the bank. 

The costliest part of small accounts 
is the bookkeeping necessitated by 
small, earningless balances. Elimina- 
tion of these small balances and requir- 
ing only the exact amount of money 
for which checks are written will elimi- 


nate individual account bookkeeping. 
For instance, consider cost reductions 
possible through elimination of: 


Officers’ time to open. accounts,. explain 
service charges, etc., signature cards, iden- 
tification, references, credit inquiries, pass 
books, ledger or statement sheets, book- 
keeping machines, stencils, mailing or ren- 
dering of statements, postage, average bal- 
ance records, complicated costs to figure, 
analysis work, overdrafts, checks returned 
for insufficient or uncollected funds, for- 
geries. 


Register check service eliminates all 
the above, all the undesirable features 
of small checking accounts and, at the 
same time, permits anyone to write per- 
sonal checks without opening an ac- 
count or maintaining a balance in the 
bank. 

The operations in register check serv- 
ice are reduced to a minimum with ex- 
treme simplicity which delights both 
bank and user, and yet the service pro- 
vides greater accuracy and less oppor- 
tunity for loss than may be found in 
regular checking accounts. 

The service comprises a check with 
a voucher stub attached and a simple 
register ticket. The only machinery re- 
quired in its operation is the bank’s 
check protector and a small numbering 
stamp. 

The customer fills out and signs the 
stub and check, except for the number 
and the word-written amount, which 
the bank puts on the stub and check 
with the numbering stamp and protecto- 
graph respectively.: The number placed 
on the check corresponds with the 
number on the register ticket and the 
amount “cut” on the stub and check 
is also “cut” on.the register ticket. The 
register tickets are consecutively pre- 
numbered and provide proper control 
for the system. 
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Always a sound 
investment LEARNING 
ANOTHER LANGUAGE 


The Berlitz Method, starting with con- 
versation from your first lesson, gives 
you a working knowledge of your new 
language in the shortest possible time. 
You learn to speak, read and write like 
a native. 


Commercial courses for advanced ‘stu- 
dents. Private or class instruction. Day 
or evening. Native teachers. Send for 
catalog. 


Free Demonstration Lesson 


BERLIT SCHOOL OF 


LANGUAGES 


630 Fifth Ave. CIrcle 6-1416 

International Bldg., Rockefeller Center 
Brooxtyn....1 DeKalb Ave. TRiangle 5-2123 
BaLTIMORE Baltimore Life Building 
140 Newbury Street 

30 North Michigan Avenue 
Leader Building 

..David Whitney Building 
226 S. 15th Street 
Grant Building 

Studio Building 

1115 Connecticut Avenue 


PHILADELPHIA 
PitTspuRGH 
St. Louis .. 
WASHINGTON 


The check is then the customer’s per- 
sonal check and the stub-voucher is re- 
tained by the customer to serve as his 
record and receipt for the money 
handed to the bank. The register 
ticket showing only number and amount 
is the bank’s register of the outstand- 
ing check and when checks are paid 
they are merely “matched” in number 
and amount with correspondingly num- 
bered register ticket without regard to 
signature. 

The bank passes one entry to a single 
“Register Check Account” for the total 
of all checks “registered” and one en- 
try for the total of all checks paid each 
day. 

The check and stub may be made out 
at home or in the office and anyone 
may take them to the bank with the 
funds to provide for their payment. 

Paid checks are filed numerically 
and retained by the bank. 

Register checks are personal checks 
and not instruments of the bank’s issue. 
They may be certified and payment may 


be stopped exactly as on any personal 
check, and refund may be made if for 
some reason the check is not used after 
it has been “registered.” 

The maximum amount for which 
these checks may be written is one hun- 
dred dollars and the fee of ten cents 
a check is less than the average charge 
for other existing methods of remittance 
and is adequate to give the bank a 
good profit. 

Register check service was inaugu- 
rated by The First National Bank of 
Boston last August after several 
months’ study, research, and experi- 
mentation carried on in codéperation 
with one of the country’s leading manv- 
facturers of checks and bank supplies. 
Results to date have far outdistanced 
expectations. 
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WHAT WAR IS 


As every front line fighter knows, war 
is not parades. War is weary men, 
plodding in the rain toward a rendez- 
vous with wounds and death. War is 
the artillery grumbling in the distance, 
coming nearer, dropping shells into the 
marching column; war is the machine 
gun singing its wild music, making 
widows and orphans with mechanical 
facility; war is men rotting on the wire, 
the wounded dying in the shell holes; 
war is the bayonet plunged into living 
flesh; war is the decimated, shaken 
column, covered with mud, tormented 
with vermin, haunted with the memory 
of the dead, standing silent while name 
after name is no longer answered on the 
muster roll; far is the gassed soldier 
struggling for breath. And in these 
latter days war is more than this: it is 
the slaying of women and children; it 
is the bombing airplane hovering over 
unarmed cities; it is the airplane swoop- 
ing low to spray huddled refugees with 
bullets. War was hell in Sherman’s 
time. It is the deepest level of the in- 
ferno now.—New York Times. 





Is the Present Rise in Bank Building 
Costs Permanent? .. .. 


Bankers Who Are Waiting for a Drop in 


Present Prices Doomed to Disappointment 


By T. H. Moyer 
Of Tilghman Moyer Company, Allentown, Pa. 


HE cost of building is made up in 
general of: 


34 per cent. Direct Wage Labor, mechan- 
ics, craftsmen, laborers, architects, engi- 
neers, supervisors, expediters. 

44 per cent. Materials; 8 per cent. raw 
materials, 22 per cent. fabrication, 14 per 
cent transportation of raw and fabricated 
materials—railroad and truck. 

8 per cent, Expenses, Workmen’s compen- 
sation, fire, liability accident insurance, So- 
cial. Security taxes, sales taxes, permits, 
licenses, blueprints. 

14 per cent. Builders’ 
Profit. 


Overhead and 


Roughly, these divisions of cost are 
represented, on an average building by 
the percentages set opposite them. 

The story of building costs parallels 
the story of labor and wages and this, 
in turn, is the story of social better- 
ment. 

In the period before 1915, building 
costs varied little for twenty-five years. 
Common labor got 15 cents to 18 cents 
an hour (when we raised a man we did 
it 14 cent at a time), mechanics 35-40 
cents, the office man whose check had 
reached the $100 a month figure con- 
sidered himself arrived in the higher 
social brackets, a building job worked 
9-10 hours a day and six full days. 


In the period marked A, on the ac- 
companying chart, all this changed. 
Never mind the reasons—every man 
who is today older than 45 experienced 
the change in all of living and pretty 
well knows what happened and why. 
The result was that, because of in- 
creased labor costs to compensate for 
the improved standards, the cost of 
building rose in eight years to a new 


plateau and settled down on a level 
roughly twice what it had been. 

The performance marked “B” has 
nothing to do with the story. 

During “C,” costs varied not over 4 
per cent. for seven years, in spite of 
the fact that the volume of building 
rose to two and three times its previous 
high and the greatest free-spending 
spree in history was going on. 

During “D,” living standards receded 
to a degree familiar to all of us. Be- 
cause the standards were forced down, 
labor costs came down, with the ex- 
pected consequence to the cost of build- 
ing. 

During “E,” as the building indus- 
try improved it was able to reémploy 
all the remaining mechanics with the 
consequent regaining of the former 
standards of living and the cost of 
building went right back and settled 
down where it had been during “C” 
when those standards had prevailed be- 
fore. 

Now, in 1936, we entered another 
period of change and betterment of liv- 
ing standards for wage earners similar 
in effects to the period “A.” Leaving 
any political enthusiasms or antipathies 
completely out of it, anyone observing 
the temper of the times must be con- 
vinced that by one means or another, 
standards are going to be bettered. We 
were ripe for the change in 1914, and 
the accident of a’war allowed it to take 
place while society was too busy to no- 
tice it and while every change of habits 
was attributed “to the war without 
deeper thought. 

We are ripe for the change again, 
but this time the adjustments are more 
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noticeable and more painful. We are 
prone now to attribute it to the arti- 
ficial stimulation of political forces 
(with either credit’ or blame, depend- 
ing upon our politics) just as before 
we put it on the war. It is deeper than 
politics, however. It is evolution. 

If those in the construction indus- 
try who would like to see building costs 
stay down, and if the business men 
who need new buildings or remodellings 
and who therefore also wish building 
costs to stay down would give the wish- 
ing less weight, but give their social 
sense more operating room they would 
feel the changes that are going on. 
Granted that the methods by which 
these changes are being hastened are 
reprehensible, the fact of the eventual 
change is hardly deniable. 

The period “F” is a repetition of the 
period “A.” Living standards of labor 
and building costs are now rising to 
some new permanent plateau. 

What the level of that plateau will 
be is a matter of pure conjecture. The 
period “A” doubled the costs. Any of 
us who were in business through and 
after that time can well remember how 
“the old guard” said it couldn’t last, 
people couldn’t afford to build at those 
prices, rents would never keep pace 
with it, some way would have to be 
found to reduce costs to the “proper” 
level of the times “before the war.” 
It did last, however, and the worst de- 
pression in history couldn’t drive costs 
down to within 50 per cent. of the old 
level. The people who made these 
Statements were simply not acquainted 


with the factors that make up the “cost 
of building,” and unwilling to recognize 
the new living standards wherein it is 
perfectly proper for mechanics to drive 
to their jobs in their individual! auto- 
mobiles. 

The man who thinks that “F” is an 
inflationary rise like “B” to be followed 
by a compensatory slump—for which 
he will wait—is not reading the news- 
papers. 

There is no inflation in effect yet in 
“F.” The building industry is still op- 
erating on less than a 50 per cent. basis. 
There is no eager cry by buyers to rush 
up new buildings trying to make up 
the shortage of the past seven years. 
There are no strikes by the building 
craftsmen. There is nothing hectic or 
hurried or forced in the situation. It 
is evolution. 

The man who wants a building will 
pay more for it after “F” is completed. 
This movement will not recede. It isn’t 
that kind of a movement. It would 
need a social retrogression to check 
this sort of movement. 
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UNEMPLOYMENT LOWER 


UNEMPLOYMENT in the United States 
in September declined 134,000 under 
the August level to an estimated total 
of 6,066,000, according to the National 
Industrial Conference Board. The un- 
employment total in September was 
1,349,000 less than in that month last 
year. 








“DAVID HARUM” 


A Work of Fiction Declared to Be 
“The Best Book on Practical Banking” 


(Continued from the October number of THE BANKERS MAGAZINE) 


HERE was a mortgage on the home 
of the Widow Cullom, held by 
Zeke Swinney, evidently a usurer 
and a skinflint. For reasons that will 
presently appear, Harum succeeded— 
rather craftily—in compelling Swinney 
to assign the mortgage to him. Having 
got the mortgage in his hands, he di- 
rected John Lenox, his manager, to 
write a curt note to the widow, reciting 
that the mortgage was past due, that no 
interest had been paid for more than 
a year, and that the matter should be 
closed up. For this purpose the widow 
was requested to call at the bank at 
nine o’clock Christmas morning. 
Harum as a boy had had a particu- 
larly hard lot. The members of his 
family, with the exception of his sister 
Polly, having treated him not only un- 
kindly but cruelly. He worked hard, 
rarely had any money of his own to 
spend, and his lot was generally about 
as cheerless as can be imagined. Once 
while at the hard work on the farm, a 
circus came to town, and while the boy 
had neither the time nor the money to 
see the show, he could not resist the 
desire to gaze at the big tent and to 
listen to the thrilling wonders it con- 
cealed. 
He thus related the story to the 
Widow Cullom and John Lenox: 


“IT was standin’ gawpin’ ’round,” he said, 
“list’nin’ to the band an’ watchin’ the folks 
git their tickets, when all of a suddin’ I 
felt a twitch at my hair—it had a way of 
workin’ out of the holes in my old chip 
straw hat—an’ somebody says to me, 
‘Wa’al, sonny, what you thinkin’ of? he 
says. I looked up, an’ who do you suppose 
it was? It was Billy P. Cullom.” The 
woman started forward facing him, and 
clasping her hands, cried, “My husband!” 

“As I told ye, I felt a twitch at my 
hair, an’ he said, ‘What be you thinkin’ 
about, Sonny?’ ‘I — I said, diggin’ 
my big toe into the dust. . “Guess I was 
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thinkin’ bout mendin’ that fence up in the 
ten-acre lot ’s much ’s anythin’ else.’ 

“*Ain’t you goin’ to the cirkis?’, he says. 

“*‘T hain’t got no money to go to cirkises, 
I says, rubbin’ the dusty toes o’ one foot 
over t’ other, ‘nor nothin’ else.’ 

“*Wa'’al,’ he says, ‘why don’t you crawl 
under the canvas? 

“That kind o’ riled me, shy ’s I was, 
‘I don’t crawl under no canvases,’ I says. 
‘If I can’t go in same ’s other folks, I'll 
stay out,’ I says, lookin’ square at him fer 
the fust time. He wa’n’t exac’ly smilin’, 
but the’ was a look in his eyes that was 
the next thing to it. 

“Wa’al,” said David, resuming, “he says 
to me, ‘Would you like to go to the cirkis? 
an’ with that it occurred to me that I did 
want to go to that cirkis more’n anythin’ I 
ever wanted to before—nor since, it seems 
to me. But I tell ye the truth, I was so 
far f’'m expectin’ to go ‘t I realy hadn't 
knowed I wanted to. I looked at him, an’ 
then down agin, an’ began tenderin’ up a 
stun-bruise on one heel agin the other in- 
step, an’ all I says was, bein’ so dum’d 
shy, ‘I dunno,’ I says. But I guess he seen 
in my face what my feelin’s was, fer he 
kind 0’ laughed an’ pulled out half-a-dollar 
an’ says: ‘D’ you think you could git a 
couple o’ tickits in that crowd? If you 
kin, I think Tl go myself, but I don’t 
want to git my boots all dust,’ he says. 
I allowed I c’d try; an’ I guess them bare 
feet o’ mine tore up the dust some gettin’ 
over to the wagin. Wa’al, I had another 
scare gettin’ the tickits, fer fear some one 
that knowed me ’d see me with a half-a- 
dollar, an’ think I must ’a’ stole the money. 
But I got ’em an’ carried ‘em back to him, 
an’ he took ’em an’ put ’em in his vest 
pocket, an’ handed me a _ ten-cent piece, 
an’ says, ‘Mebbe you'll want somethin’ in 
the way of refreshments fer yourself an’ 
mebbe the el’phant,’ he says, an’ walked 
off toward the tent; an’ I stood stun still, 
lookin’ after him. He got off about a rod 
or so an’ stopped an’ looked back. ‘Ain't 
you comin’? he says. 

“Be I goin’ with you?’ I says. 

“ “Why not?’ he says, “nless you'd ruther 
go alone, an’ he put his finger an’ thumb 
into his vest, pocket. Wa’al, ma’am, I 
looked at him a minute, with his shiny hat 
and boots, an’ fine clo’es, an’ gold pin, an’ 
thought of my ragged ole shirt, an’ cotton 
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pants, an’ ole chip hat with the brim most 
gone, an’ my tin pail an’ all. ‘I ain’t fit 
to, I says, ready to cry—an’—wa’al, he 
jest laughed, an’ says, ‘Nonsense,’ he says, 


SAYINGS OF DAVID HARUM 


qI never bought anythin’ yet that 
didn’t drop some, an’ I guess nobody 
but a fool ever did buy at the bot- 
tom more’n once. 

GA good fair road gait ’s good 
enough for me; three square meals, 
a small portion of the ‘‘filthy weed,’’ 
as it’s called in po’try, a hoss ’r two, 
a ten-dollar note where you c’n lay 
your hand on ’t, an’ once in a while 
when your conscience pricks ye, a 
little somethin’ to permote the cause 
o’ temp’rence, an’ make the inwurd 
moniter quit jerkin’ the reins—— 
Wa’al I guess I c’n git along. 


q It ain’t a bad idee, in the hoss bus’- 
nis anyway, to be willin’ to let the 
other feller make a dollar once ’n a 
while, 

qSmall farmin’ ain’t cal’lated to 
fetch out the best traits of human 
nature—an’ keep ’em out—an’ it 
seems to me sometimes that when the 
old man wa’n’t cuffin’ my ears he was 
lickin’ me with a rawhide or a strap. 


qI reckon it’s a sight easier to have 
faith on meat an’ potatoes ’n it is on 
corn meal mush. 


qFur’s waitin’ fer things is con- 
cerned, the’ is such a thing as waitin’ 
too long. Your appetite ’ll change 
mebbe. I used to think when I was 
4 youngster that if ever I got where 
I c’d have all the custard pie I c’d 
eat that’d be all ’t I’d ask fer. I 
used to imagine bein’ baked into one 
an’ eatin’ my way out. 


SRS ARREARS RS LTA 


‘come along. A man needn’t be ashamed 
of his workin’ clo’es,’ he says, an’ I’m dum’d 
if he didn’t take holt of my hand, an’ in 
we went that way together.” 
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As an aftermath of the visit to the 
circus, David got “the all-firedist lik- 
in’” he had ever had, but he told the 
Widow Cullom “Twas more’n wuth it. 
I’d had the most enjoy’ble day, I might 
say the only enjoy’ble day, *t I’d ever 
had in my hull life, an’ I hain’t never 
fergot it, I got over the lickin’ in 
course of ‘time, -but I’ve ben enjoyin’ 
that cirkis fer forty year.” 

Leaving his reminiscent mood, David 
turned to the business in hand: 


“About this here morgidge o’ your’n,” 
he said, “I sent ye word that I wanted to 
close the matter up, and’ seein’ *t you're 
here an’ come fer that purpose, I guess 
we'd better make a job on’t. The’ ain’t no 
time like the present, as the sayin’ is.” 

“I s’pose it'll hev to be as you say,” said 
the widow in a shaking voice. 

“Mis’ Cullom,” said David solemnly, “you 
know, an’ I know, that I’ve got the repita- 
tion of bein’ a hard, graspin’, schemin’ 
man. Mebbe I be. Mebbe I’ve ben hard 
done by all my hull life, an’ have had to 
be; an’ mebbe, now ’t I’ve got ahead some, 
it’s got to be second nature, an’ I can’t 
seem to help it. ‘Bus’nis is bus’nis’ ain’t 
part of the golden rule, I allow, but the 
way it gen’ally runs, fur ’s I’ve found out, 
is, "Do unto the. other feller the way he'd 
like to do unto you, an’ do it fust.’ But, 
if you want to keep this thing a-runnin’ 
as it’s goin’ on now fer a spell longer, say 
one year, or two, or even three, you may, 
only I’ve got somethin’ to say to ye "fore 
ye elect.” 

“Wa’al,” said the poor woman, “I expect 
it ’d only be pilin’ up wrath agin’ the 
day of wrath. I can’t pay the intrist now 
without starvin’, an’ I hain’t got no one to 
bid in the prop’ty for me if it was to be 
sold.” 

“Mis’ Cullom,” said David, “I said I’d 
got somethin’ more to tell ye, an’ if, when 
I git through, you don’t think I’ve treated 
you right, includin’ this mornin’s confab, 
I hope you'll fergive me. It’s this, an’ 
I’m the only person livin’ that ’s knowin’ 
to it, an’ in fact I may say that I’m the 
only person that ever was really knowin’ 
to it. It was before you was married, an’ 
I’m sure he never told ye, fer I don’t doubt 
he fergot all about it, but your husband, 
Billy P. Cullom, that was, made a small 
investment once on a time, yes, ma’am, he 
did, an’ in his kind of careless way it jest 
slipped his mind. The amount of cap’tal 
he put in wa’n’t large, but the rate of 
int’rist was uncommon high. Now, he never 
drawed no dividends on’t, an’ they’ve ben 
*cumulatin’ fer forty year, more or less, at 
compound int’rist.” 

The widow started forward, as if to rise 
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from her seat. David put his hand out 
gently and said, “Jest a minute, Mis’ Cul- 
lom, jest a minute, till I git through. Part 
o’ that cap’tal,” he resumed, “consistin’ of 
a quarter an’ some odd cents, was invested 
in the cirkis bus’nis, an’ the rest on’t— 
the cap’tal, an’ all the cash cap’tal that I 
started in bus’nis with—was the ten cents 
your husband give me that day, an’ here,” 
said David, striking the papers in his left 
hand with the back of his right, “here is 
the dividends! This here second morgidge, 
not bein’ on record, may jest as well go 
onto the fire—it’s gettin’ low—an’ here’s a 
satisfaction piece which I’m goin’ to execute 
now, that’ll clear the thousand dollar one. 
Come in here, John,” he called out. 

The widow stared at David for a moment 
speechless, but as the significance of his 
words dawned upon her, the blood flushed 
darkly in her face. She sprang to her feet 
and, throwing up her arms, cried out: “My 
Lord! My Lord! Dave! Dave Harum! 
Is it true?—tell me it’s true! You ain’t 
foolin’ me, air ye, Dave? You wouldn’t 
fool a poor old woman that never done ye 
no harm, nor said a mean word agin ye, 
would ye? Is it true? an’ is my place 
clear? an’ I don’t owe nobody anythin’-— 
I mean, no money? Tell it agin. Oh, tell 
it agin! Oh, Dave! it’s too good to be 
true! Oh! Oh! Oh, my! an’ here I be 
cryin’ like a great baby, an’, an’”—fum- 
bling in her pocket—“I do believe I hain’t 
got no hank’chif—Oh, thank ye,” to John; 
“T’ll do it up an’ send it back to-morrer. 
Oh, what made ye do it, Dave?” 

“Set right down an’ take it easy, Mis’ 
Cullom,” said Dave. soothingly, putting his 
hands on her shoulders and gently push- 
ing her back into her chair. “Set right 
down an’ take it easy.—Yes,” to John, “I 
acknowledge that I signed that.” 

He turned to the widow, who sat wiping 
her eyes with John’s handkerchief. 

“Yes, ma’am,” he said, “it’s as true as 
anythin’ kin be. I wouldn’t no more fool 
ye, ye know I wouldn't, don’t ye? than 
I’d—jerk a hoss,” he asseverated. “Your 
place is clear now, an’ by this time to- 
morro’ the’ won’t be the scratch of pen 
agin it. Ill send the satisfaction over fer 
record fust thing in the mornin’.” 

“But, Dave,” protested the widow, “I 
s’pose ye know what you're doin’—?” 

“Yes,” he interposed, “I cal’late I do, 
putty near. You ast me why I done it, 
an’ I'll tell ye if ye want to know. I’m 
payin’ off an old score, an’ gettin’ off cheap, 
too. That’s what I’m doin’. I thought I’d 
hinted up to it putty plain, seein’ ’t I’ve 
talked till my jaws ache; but I'll sum it 
up to ye if you like.” 
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He stood with his feet aggressively wide 
apart, one hand in his trousers pocket, and 
holding in the other the “morgidge” which 
he waved from time to time in emphasis. 


“You c’n estimate, I reckon,” he began, 
“what kind of a bringin’-up I had, an what 
a poor, mis’able, God-fersaken, scairt-to- 
death little forlorn critter I was; put upon, 
an’ snubbed, an’ jawed at till I'd come to 
believe myself—what was rubbed into me 
the hull time—that I was the most all- 
*round no-account animul that was ever 
made out o’ dust, an’ wa’n’t ever likely to 
be no diff’rent. Lookin’ back, it seems to 
me that—exceptin’ of Polly—I never had 
a kind word said to me, nor a day’s fun. 
Your husband, Billy P. Cullom, was the 
fust man that ever treated me human up 
to that time. He give me the only en- 
joy’ble time ’t I’d ever had, an’ I don’t 
know *t anethin’ ’s ever equaled it since. 
He spent money on me, an’ he give me 
money to spend—that had never had a cent 
to call my own—an’, Mis’ Cullom, he took 
me by the hand, an’ he talked to me, an’ 
he gin me the fust notion *t I’d ever had 
that mabbe I wa’n’t only the scum o’ the 
earth, as I’d ben teached to believe.: I told 
ye that that day was the turnin’ point of 
life. Wa’al, it wa’n’t the lickin’ I got, 
though that had somethin’ to do with it. 
but I'd never have had the spunk to run 
away ’s I did if it hadn’t ben for the 
heartenin’ Billy P. gin me, an’ never knowed 
it, an’ never knowed it,” he repeated mourn- 
fully. “I alwus allowed to pay some 0’ 
that debt back to him, but seein’ ’s I can’t 
do that, Mis’ Cullom, I’m glad an’ thankful 
to pay it to his widdo’.” 

“Oh, by the way,” he exclaimed, “the’s 
somethin’ I forgot. I wan to make you a 
proposition, ruther an onusual one, but 
seein’ ev’rythin’ is as ’t is, perhaps you'll 
consider it.” 

“Dave,” declared the widow, “if I could, 
an you ast for it, I’'d give ye anythin’ on 
the face o’ this mortal globe!” 

“Wa’al,” said David, nodding and smil- 
ing, “I thought that mebbe, long ’s you 
got the int’rist of that investment we ben 
talkin’ about, you’d let me keep what's left 
of the princ’pal. Would ye like to see it?” 


Mrs. Cullom looked at him with a puzzled 
expression without replying. 


David took from his pocket a large wallet, 
secured by a strap, and, opening it, ex- 
tracted something enveloped in much faded 
brown paper. Unfolding this, he displayed 
upon his broad fat palm an old silver dime 
black with age. 


_ “There’s the cap’tal,” he said. 


This concludes the series of extracts from ‘‘David Harum’’ 





The New lidesutal Bank of Venezuela- 


By Henry Paine CRAWFORD 
Of the Bars of the District of Columbia, Georgia and California 
Washington, D. C. 


Y means of legislation published 

July 23, 1937, the new “Banco 

Industrial de Venezuela” was 
created. Its declared purpose is the 
protection and encouragement of na- 
tional manufacturing and mining indus- 
tries. The principal place of business 
of the bank will be in the city of Cara- 
cas, the national capitol of Venezuela, 
although agencies or branches may be 
established in the several states and 
territories, further, the bank is granted 
full juridical personality under the 
present law, together with the right to 
hold its own assets independently of 
the fiscal department of the govern- 
ment. 


Duration and Capital 


The life of the bank is fixed at 30 
years, although this period may be ex- 
tended by special law at the request of 
the board of directors. The capital of 
the bank is ten million bolivares (Bs. 
10,000,000) divided into twenty thou- 
sand shares of five hundred bolivares 
each, 

One half the number of shares 
equivalent to 50 per cent. of the bank’s 
capital will be subscribed by the Fed- 
eral Government of Venezuela; the 
other half will be placed on sale to 
the public for subscription by other 
banking entities, business houses, indus- 
trialists, and private individuals. In 
case the public fails to subscribe the 
shares allotted to it within the period 
permitted, the government will sub- 
scribe the unsold shares. However, all 
shares belonging to the Federal Gov- 
ernment in excess of 50 per cent. of the 
capital shall always remain at the dis- 
posal of the public for future acquisi- 
tion, The capital of the bank may be 
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increased at any time by new contribu- 
tions from the government or from the 
public, although the new contributions 
must first be authorized by the Law of 
the General Budget of Public Revenues 
and Expenditures (Ley de Presupuesto 
General de Rentas y Gastos Piblicos). 
Furthermore, no annual dividend 
greater than 214 per cent. may be de- 
clared on the 50 per cent. of the capital 
contributed by the Federal Govern- 
ment, 


Operations 


The Industrial Bank of Venezuela is 
authorized to extend credit in the form 
of loans, current account, or any other 
manner provided by law, for the pur- 
pose of establishing enterprises devoted 
to national manufacturing and mining, 
for enterprises of the same nature al- 
ready established in Venezuela which 
need increased capital for their greater 
development, for the purchase of ma- 
chinery, implements and tools intended 
for industrial and mining enterprises, to 
meet the expenses of exploration, and 
to facilitate the sale of their products. 

The bank may also present for dis- 
count and give in guaranty the notes 
and bills of its borrowers arising out 
of operations already realized; it may 
also solicit loans guaranteed by mort- 
gage credits, after prior authorization 
by the Federal Executive. The forego- 
ing provisions include the possibility of 
accepting deposits in savings accounts 
up to an equivalent of 50 per cent. of 
its capital; for the purpose of guaran- 
teeing such deposits it will maintain at 
all times a minimum reserve of 15 per 
cent. of savings deposits in current 
legal tender (moneda de curso legal), 
or in gold money when the savings de- 
posits have been made in this class of 
money. 
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Basis of Loans 


In those loan contracts into which 
the bank enters with industrialists, the 
obligations assumed by the borrower 
must be expressly stipulated, for ex- 
ample, (a) to invest the total amount 
of the loan in the business for which 
it was intended, (b) to present a 
monthly balance to the Industrial Bank 
of Venezuela, (c) a semi-annual inven- 
tory, and (d) to permit the inspection 
of his establishment and books of ac- 
counting by employes of the bank duly 
authorized by the board of directors. 
Where it is shown that the industrial 
borrower has failed to keep his prom- 
ises or admits the loss of more than 
50 per cent. of the capital invested in 
the industrial enterprise, the bank may, 
after approval by the board, treat the 
loan as matured (de plazo vencido). 


Loan Collateral 


In general terms, the present law re- 
quires three classes of security, (1) a 
mortgage on urban or suburban realty, 


or upon any right capable of support- 
ing a mortgage incumbrance, belonging 
to the borrower or a third person; (2) 
an ordinary pledge of industrial or 
manufactured products, merchandise of 
every kind, or extracted mineral. sub- 
stances; and (3) personal bonds and 


any other collateral’ guaranties the 
bank may deem sufficient. Neverthe- 
less, the bank has-the power to make 
loans to small industrialists and min- 
ers without special security at the dis- 
cretion of the board of directors (junta 
directiva). And while the bank is au- 
thorized to create a savings department, 
to make loans, and to issue. bank notes, 
as well as every other class of banking 
operations permitted by existing law in 
respect to funds derived from deposits, 
yet the integral capital of the bank may 
not be used except in operations related 
to industry of some kind as described 
above. 


Limitations on Loans 


Under the present law, loans granted 
by the bank to one person or company 
may not exceed one hundred thousand 


bolivares (cien mil bolivares); unse- 
cured small loans already described 
may not exceed twenty thousand boli- 
vares (Bs. 20,000). Further, the terms 
of payment must be fixed in each case 
depending upon the capacity of the in- 
dustries favored by the loans to pay, 
but in no case may it be less than two 
years nor more than six. Loans will 
bear interest at the rate of not less than 
3 per cent. nor more than 5 per cent, 
per annum. 

The bank may stipulate with borrow- 
ers that loans may be canceled by 
gradual amortization; this may be ac- 
complished by monthly, quarterly, 
semi-annual or annual payments, or in 
any other way which the bank may con- 
sider advisable, such payments to in- 
clude interest and amortization of capi- 
tal. However, interest is due and 
payable only upon the balance of capi- 
tal pending in each period. This pro- 
vision, no doubt, will be accepted with 
gratitude by the average debtor. 


As a means of protection to the 
equilibrium of loan operations, the 
amounts which the Industrial Bank 
holds on deposit by reason of contracts 
of loan entered into under the provi- 
sions of the new law may not be at- 
tached nor may the courts issue an 
execution against them. However, the 
board of directors of the bank must au- 
thorize the loans recommended by the 
Consultative Board of Development 
(Junta Consultiva de Fomento), a gov- 
ernmental department attached to the 
Ministry of Development (Ministerio 
de Fomento). In order to reject such 
loans, the bank must despatch a “rea- 
soned exposition” to the Ministry of 
Development giving full details of the 
actual case at hand. 

Unless there is some peculiar reason 
behind this provision which is not made 
clear by the text itself, it seems to be 
the one weak point in the entire law. 
It opens the door to political influence 
in the granting of loans, and places 
the burden upon the board of directors 
of the Industrial Bank not only to re- 
ject the loans “recommended,” but also 
to explain why. Good banking practice 
demands absolute secrecy as to the whys 
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and wherefores of a loan application 
rejected by the officers charged with 
credit investigation. Moreover, the 
text of the law does not say whether 
the loans “recommended” will be ap- 
proved over the heads of the directors 
should the latter reject the recom- 
mended application, or whether the de- 
cision of the board is final. The fair 
inference is that if the Ministry of De- 
velopment does not accept or concur 
in the “reasoned exposition,” a con- 
troversy will arise. If loans are to be 
made upon the basis of political recom- 
mendations, the stability of the bank 
and its entire capital are threatened 
from the very commencement of opera- 
tions. Even assuming that such loans 
would be free from the taint of poli- 
tics, it makes them subject to the moral 
suasion of a governmental group out- 
side of the bank, who manifestly are 
not bankers, and whose competence to 
judge loans is therefore open to ques- 
tion. The officers charged with the ap- 
proval or rejection of loan applications 
should be fearless and independent in 
their decisions, and a new bank, which 
seeks the confidence of the public not 
only as a depositary but also as an in- 
vestment medium through the purchase 
of its shares of stock, should avoid the 
results which will naturally and un- 
avoidably flow from such a provision. 


As an additional aid to business, the 
Industrial Bank is permitted to set 
apart a fund of one hundred thousand 
bolivares (cien. mil bolivares) for the 
study and promotion of industrial en- 
terprises, with the right to reimburse- 
ment, plus a commission not to exceed 
3 per cent. as a promotion fee with re- 
spect to those enterprises which are 
args through the initiative of the 
ank. 


Administrative Machinery 


The Industrial Bank of Venezuela is 
to be administered by a board of di- 
rectors composed of five principal 
members and five substitutes endowed 
with the powers and charged with the 
duties provided by the regulations of 
the present law; the board will be 


L. cry of a sick child 


—the plea of an injured 
person—the call of the 
helpless aged—these are 
things which cannot wait. 


These are the uses to 
which your donations to 
voluntary hospitals go. 
Hence, we say— 


HOSPITALS 
FIRST 


Send checks to United 
Hospital Campaign Com- 
mittee, 57 William St., 
New York City. 


created for two years, although its mem- 
bers may be reélected, and it must ren- 
der an annual report of operations to 
the National Congress through the me- 
dium of the Ministry of Development. 


Disposal of Profits 


The bank will make an ordinary bal- 
ance of its operations once a month, 
and a general balance of its entire ac- 
counting semi-annually for the purpose 
of liquidating its net profits after de- 
ducting general expenses including ex- 
penses of administration and the inter- 
est on the capital contributed by the 
government. The profits, if any have 
been realized, are to be distributed as 
follows: 10 per cent. for the creation 
of a reserve fund, 10 per cent. for the 
creation of a guaranty fund, 5 per cent. 
for amortization and depreciation, 5 
per cent. to be distributed among the 
members of the board and other em- 
ployes, and the remaining 70 per cent. 
to be distributed among the sharehold- 
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ers. The regulations of the law will 
provide for the investment of the re- 
spective reserve and guaranty funds. 


Bank-Notes and Specie 


The present legislation empowers the 
bank to issue bank-notes; the Ministry 
of Development will grant the neces- 
sary authorization upon request. But 
in everything relating to such an issue, 
the bank remains subject to all the for- 
malities and guaranties established by 
the prevailing banking law now in 
force as a measure of protection of the 
public interest. When the bank has 
quantities of gold in specie in its pos- 
session of which it may legally dispose, 
the Federal Executive, whenever it is 
deemed desirable, may require that the 
payment of interest due and payable to 
the government be made by delivering 
a corresponding amount of the metal 
at the current market price. 


Liquidation 


In the event of liquidation of the 
bank, its obligations will be met in the 
following order of payment: 


(1) Savings deposits, and accrued in- 
terest thereon, which were accepted in 
accordance with the authority granted 
under this law; 

(2) Capital contributed by the gov- 
ernment, together with accrued _inter- 
est; 

(3) Sums received on fixed deposit; 

(4) Other obligations in the order 
established by law. 


© 


PLAIN SPEECH 


One of my friends who is president of 
a large manufacturing concern talked 
to 7000 of his employes not long ago. 
His name had been listed among big 
salaried executives and he had heard 
some grumblings. This is what he said: 


“T understand some of you birds have 
been kicking because I get a big salary 
as president of this outfit. I do get big 
pay, but I think I’m worth it. There’s 
nobody in this crowd could fill my job 
without a lot of training, and few of 
you here could fill it even if you had 
the training. But we'll skip all that 
and suppose for the sake of argument 
that my job is abolished and my salary 
divided among all of you. The best 
any of you would get, if such a division 
took place, would be the price of a 
pack of cigarettes a week. That’s how 
much you would be ahead. But if you 
lost me, you would be without a leader, 
and every man here knows this institu- 
tion wouldn’t be worth a damn without 
a leader.” 

This man was loudly cheered, not 
only because he told the truth, but be- 
cause he was able to make his audience 
understand the truth. When we speak 
to the public let us use native speech.— 
William A. Thomson, director of the 
Bureau of Advertising, American News- 
paper Publishers Association. 





THE BOSTON CONVENTION 


Sixty-Third Annual Convention Well Attended » 
Bankers Favor Dual Banking System, and Restric- 
tion of Branches to State Lines « « « 


T was in 1913, nearly a quarter of 
a century ago, that the American 
Bankers Association last met in 

Boston for its annual convention. The 
banker who recalls that time, and who 
may be in a reminiscent mood, must 
be somewhat startled at the changes that 
have taken place in the meantime. 
There has been a great World War, 
whose disturbing influences yet remain; 
a marked falling off in the number of 
banks; the Federal Reserve System has 
come into operation; the gold stand- 
ard scrapped; a devastating panic has 
swept over the country, followed by a 
long and serious depression; banking, 
security dealing and trade and indus- 
try in general have been put under 
severe governmental restrictions; and, 
finally, the character of banking itself 
has undergone a marked change. 

But the thousands of bankers who 
met at Boston last month, however cog- 
nizant they may have been of these mo- 
mentous changes, showed little disposi- 
tion to dwell on them. They were 
thinking less of the past, and more of 
the present and the future. Their men- 
tal attitude, while not lacking in recog- 
nition of present dangers, was far from 
gloomy. It was, in fact, decidedly 
hopeful. 

Prominent among the deliberations 
of the convention was the action relat- 
ing to the country’s banking systems. 
The convention went on record in favor 
of the dual system of unit banks and 
against the extension of branch bank- 
ing beyond state lines. This action 
could hardly have been otherwise, since 
the membership of the American Bank- 
ers Association is composed of both 
state and national banks, and largely 
of independent unit institutions. While 
therefore the resolutions adopted at 
Boston settle for the present the long- 


standing controversy on these matters, 
so far as the controversy may be set- 
tled by the American Bankers Associa- 
tion, the relative merits of a concen- 
trated and a diffused banking system: 
will long remain a subject of debate. 


THE NEW OFFICERS 


President 
ORVAL W. ADAMS 
Executive Vice-President, Utah 
State National Bank, Salt 
Lake City 


First Vice-President 
PHILIP A. BENSON 


President, Dime Savings Bank, 
Brooklyn, N. Y. 


Second Vice-President 
R. M. HANES 
President, Wachovia Bank and 
Trust Company, Winston- 
Salem, N. C 


Treasurer 


M. H. MALOTT 


President, Citizens Bank, 


Abilene, Kans. 


Executive Manager 


DR. HAROLD STONIER 


The new president of the American 
Bankers Association, Orval W. Adams, 
in his inaugural address emphasized 
the importance of making the people of 
the country tax conscious. He warned 
his listeners that continued budget defi- 
cits were dangerous, not only to the 
banks, but to the people of the country 


as well, 
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That the bankers who attended the 
convention were delighted with their 
stay in Boston and the many thought- 
ful arrangements made for. their enter- 
tainment was everywhere evident. The 
New England capital is one of the most 
interesting and charming cities of the 
country, and its bankers and people 
fully mindful of the obligations of hos- 
pitality. 


The General Session 


At the opening of the general ses- 
sion, October 12, President Tom K. 
Smith, in his annual address began 
with an appropriate tribute to the city 
and section in which the convention was 
meeting. “New England,” he said, “is 
the cradle of some of our finest tradi- 
tions, both political and economic.” 
. . . “No matter where he may live, no 
American can be a stranger in this en- 
vironment. Out of this great city and 
the surrounding territory have come 
many of the customs and institutions 
by which Americans live even in the 
most remote sections of the country.” 
. . . “The traditions of this region are 
particularly rich for those of us in the 
field of banking. It is inspiring to 
realize that the Commonwealth of 
Massachusetts has over seventy banks 
that have passed the century mark. 
Hundreds of others not so old as these 
have stood the test of time and circum- 
stance. These institutions bear witness 
to the service and stability of Ameri- 
can banking.” 

What was fittingly characterized as 
the keynote of the convention was 
sounded by President Smith when he 
said: “While we respect the past for 
its lessons for the future, we are all 
conscious that the past cannot be lived 
over again. Our responsibility lies in 
the future.” 

Mr. Smith reported a membership of 
13,009 banks, or 72.98 per cent. of the 
total of banks in the country, a higher 
percentage than for any previous rec- 
ord. Resources of. the membership 
constitute slightly less than 94 per cent. 
of all banks. 

The work done during the past year 
was carefully reviewed, prominent 


THE BANKERS MAGAZINE 


among the subjects considered being 
research and education, bank. manage- 
ment, and public relations. Regarding 
the latter, Mr. Smith said, in part: 


I should like to preface my discussion 
of public relations with the statement that 
it is in this field, in my opinion, that the 
association may attain its outstanding use- 
fulness. The depression served to empha- 
size the peculiar importance of public re- 
lations in banking. ‘The banking business 
is such that the banker does not, by the 
nature of his calling and the service he 
performs, become automatically an object 
of popular affection; someone has said that 
the debtor will never instinctively love his 
creditor when his note falls due. In periods 
of. economic adversity, when the debtor is 
at his wit’s end to find means of payment, 
the banks in the popular mind come to 
signify heartless, predatory wealth. They 
are accused of refusing to disgorge the 
money with which their vaults are bulging. 
The banker becomes a symbol of avarice 
and reaction. This popular psychology is 
mirrored in proposals for banking reform, 
some of them sound and others fantastic. 
Only informed public opinion can prevent 
enactment of disastrous banking legislation 
under such circumstances. 


President Smith closed his annual ad- 
dress with an expression of appreciation 
for the efforts of his co-laborers, and 
assurance of codperation with his suc- 
cessor. 


Following the annual address, the 
report of the executive council was pre- 
sented and a committee on resolutions 
appointed. 

Frank P. Bennett, Jr., editor United 
States Investor, spoke on “The Outlook 
for Savings.” He called attention to 
the failure of the savings banks, not- 
withstanding their highly creditable 
record for safety, to hold their own 
against growing competition from vari- 
ous sources. “What,” he asked, “has 
been the superior method of our rivals? 
That of active salesmanship. Once 
upon a time, salesmanship was on the 
side of the banks. The home, the school 
and the record of the banks themselves 
supplied that salesmanship and_ there 
were no spokesmen of equally potent 
voice to represent the competitors. Now 
the initiative in salesmanship has 
passed definitely over to the side of 
the competitors.” 





a8 195 YEARS OF BANKING SERVICE 


The experience of age 
and the 
vitality of youth 


GE alone is not an asset. The important thing in an insti- 
tution which has continued for a century and a quarter 


is to combine the experience of age with the spirit of youth, 


The National City Bank of New York is young in its 
capacity for growth. 

Translated into other terms, this growth spells confidence 
on the part of millions—big depositors.and little depositors, 
old friends and new. Some of these old friends are the grand- 
sons and granddaughters of the depositors of 125 years ago. 
The National City Bank hopes to deserve a loyalty which 
will permit it to serve their grandchildren and great-grand-_, 
children when another 125 years have gone. 


THE NATIONAL CITY BANK OF NEW YORK 
HEAD OFFICE: 55 WALL STREET 
Member Federal Deposit Insurance Corporation 


THE BRANCH AROUND THE CORNER CAN SERVE YOU AROUND THE WORLD 





408 


The concluding address of the first 
general session was by Dr. Glenn 
Frank, president of Rural Progress, 
Inc., and former president of the Uni- 
versity of Wisconsin. His topic was, 
“The Outlook for American Institu- 
tions.” At the outset of his address 
Dr. Frank stated that many of the ideas 
and institutions that have until now 
governed our lives and our enterprises 
are being subjected to unprecedented 
strains. He defined what he considered 
as parts of American faith, and pointed 
out how these principles were being at- 
tacked here and elsewhere. As to the 
demand for “strong government,” the 
speaker said: 


It is one of the major delusions of our 
time that the need of the hour is strong 
government. It is not strong government 
we need so much as wise government, gov- 
ernment invested with the virtues of in- 
sight, dignity, moderation, justice, toler- 
ance, and an acute sense of social values. 
Strong government can build itself into a 
brief interlude of power through the clever 
strategies of a clique. Wise government 
must have wider soils in which to sink its 
roots. Dictatorship is the quickest path 
to strong government. Democracy is the 
surest path ot wise government. 

The centralization of power has always 
ended in tyranny. 


Referring to assertions about the 
death of capitalism and free enterprise, 
Dr. Frank stated some of what he con- 
sidered the mistakes of capitalism and 
the essentials of free enterprise. 


Basic American Devotion to Free 
Enterprise 


The concluding part of this notable 
address dealt with present policies for 
producing the abundant life, and as 
these policies are now of such wide in- 
terest, liberal quotation is made of this 
part of the address: 


There is a basic American devotion to 
the principle of free enterprise but that 
devotion can be permanently sustained only 
through an intelligently modernized econ- 
omy of free enterprise, and by an intelli- 
gently modernized economy of free enter- 
prise I mean an economy functioning 
through a workable economics of plenty. 
not the unworkable economics of scarcity 
we have been artificially creating. A na- 
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tional economy that will find its profit in 
production for the millions, and_ stabilize 
its market by a progressively wider distri- 
bution of the annual income, not by ar- 
bitrary political action, but through the 
policies it itself adopts respecting wages, 
hours, prices, and profits. 

I am convinced that the gales of laugh- 
ter at the stupidity of the human race 
must now and then sweep through the halls 
of the gods and unless their sense of the 
tragedy of it stills their laughter, the gods 
must have laughed loudest when they saw 
the panic that swept over some leaders 
with the announcement of bumper corn, 
wheat and cotton crops this fall. 

We swear before the gods and men that 
the whole purpose of our activity is to 
bring the abundant life within the reach 
of every living American, and at the first 
announcement of actual abundance we cry 
out, “Unless we can check this lavish pro- 
duction we are ruined.” 


We insist that one-third of the American 
population is ill-fed, ill-clothed and _ ill- 
housed, but the moment the crop forecast- 
ers tell us we shall this year raise 16 mil- 
lion bales of cotton, with which we might 
possibly do something about the ill-clad 
third, we cry out for cotton controls and 
cotton subsidies. 


The moment the forecasters tell us that 
we are due for bumper corn and wheat 
crops, with which we might conceivably do 
something about the unsatisfied appetites 
of the ill-fed third, we cry out for stringent 
crop controls of both cern and wheat, and 
so on. 

The blunt truth is, gentlemen, this is not 
a political organization and I am not a 
political person, so we can be honest about 
this and the blunt, ungloved, brutal truth 
is that except as a justified means of meet- 
ing an emergency, there is neither rhyme 
nor reason in the fantastic notion that we 
ean bring the abundant life to the American 
millions by putting our productive genius 
in chains by producing less and charging 
more. By our crop restrictions to date, 
justifiable as many have been as emergency 
measures, we have so stimulated foreign 
production of the products we have limited 
that some farm commodity markets may 
be lost forever to the American farmer. 
And all he has to show for it is the tem- 
porary advantage of the compensation he 
received for what he did not produce and, 
for what he did produce, a higher price, 
which cannot be permanent unless he 
permanently holds his production down to 
a point at which he will not be producing 
enough to meet the human needs of the 
American millions if they are ever actually 
to live the abundant life, instead of hear 
about it. 

Don’t misunderstand me. This is not to 
say that government should at no time 
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play a part in the field of, say, farm prices. 
The farmers of the corn belt, for instance, 
have seen corn drop as low as ten cents 
and jump as high as a dollar and thirty 
cents a bushel in a short run of years. 
That, of course, is an intolerable situation. 

No business, whether a farm or factory, 
can survive under such price uncertainty. 
The spread between low and high is too 
great, the rise and fall too rapid. 

A farm equipment manufacturer, for in- 
stance, would go bankrupt if in an equally 
short run of years his leading machine 
brought as little as $100 and as much as 
$1300. That is what the corn farmer has 
been up against and in a situation so un- 
stable, government may rightly take heroic 
measures as the American Government has. 

But that is not my point. It is one 
thing to draft a policy to meet an emer- 
gency and quite another thing to lift it to 
the dignity of a social gospel and clamp it 
down as a permanent policy upon the total 
enterprise of a people. 

As a lad I used to hear liberals damn 
the big business men for shutting down 
their plants and reducing their production 
in order to keep the market price of their 
products up. I was told that such prac- 
tices were anti-social, unprogressive, re- 
actionary. Now to my amazement I find 
certain liberals who seem to assert a mo- 
nopoly on progressivism, advocating and 
doing exactly this thing they have always 


damned as reactionary in big business. 
They preach the abundant life with their 
words and then prevent abundance with 
their policies. And when they do it they 
call it social-minded, liberal, progressive. 

If we could stop all activity in the United 
States for just thirty minutes and if every 
literate American would stand still for 
these thirty minutes and think this busi- 
ness over, the unbelievable insanity of try- 
ing to arrive at a life of abundance by 
legislating for scarcity would be laughed 
out of court. 


The Real Abundant Life 


By the abundant life, we mean a better 
fed, better clothed, better housed people, 
with bodies and minds and spirits emanci- 
pated from unduly low living standards 
and freed for values that lie beyond eco- 
nomics. That means more goods at lower 
prices; it doesn’t mean fewer goods at 
higher prices. And whenever any great 
American enterprise has intelligently or- 
ganized itself for greater volume of out- 
put at smaller profit margin per sale, its 
total profits have been greater. This policy 
holds quite as true for the total economic 
enterprise for a great nation as for a single 
great industry in the nation. 

I have no sympathy with the inconsistent 
manufacturer who drastically reduces the 
output of his factory to keep his industrial 
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prices up and then criticizes the farmer 
for joining in programs of drastic crop 
reduction to keep his agricultural prices 
up. What is sauce for the goose is sauce 
for the gander! And if we are to do 
more than talk about the abundant life, 
if we are really to achieve it for the 
millions, then both the manufacturefs of 
American industry and the farmers of 
American agriculture must come to believe 
in and to practice consistently the policy 
of more goods at lower prices instead of 
fewer goods at higher prices. And when 
they do, both will make more money and 
the living standards of the millions will be 
lifted. 

Of course, the whole economic life of 
the nation is thrown out of balance when 
industry follows a policy of restricting 
production and raising prices and agricul- 
ture follows a policy of unrestricted pro- 
duction with a resulting fall in prices. 
That is why policies of drastic crop re- 
striction have seemed so sensible to many 
Americans. And they are sensible as far 
as the farmer is concerned if all other 
American producers are to follow a policy 
of restricting production and raising prices. 

But again, that isn’t my~ point. 
My point is that if industry and 
agriculture are to make _ possible . a 


better fed and better clothed and better 
housed people, the answer is not to have 
agriculture join industry in the folly. of 


restricting production and raising prices, 
not to have agriculture join industry in the 
insanity of fewer goods at higher prices. 
The answer, in terms of a national future, 
is to have both industry and agriculture 
renounce this. economic insanity and or- 
ganize from coast to coast for the produc- 
tion of more goods at lower prices with 
satisfactory total profit from larger volume. 

It is well to face it, ladies and gentle- 
men, because events will force us to face 
it if our intelligence does not. 

Scarcity is no saving. By legislating 
crop scarcity you can forcibly correct an 
abnormal lack of balance between indus- 
try and agriculture and if you do that 
without making the farmer a slave to the 
state, it is right to do it while a sounder 
long range policy for a better balanced 
economic life is being worked out. But, 
by no stretch of the imagination can scar- 
city as a permanent policy, either in in- 
dustry or in agriculture, be made socially 
helpful to the people as a whole. You 
can surreund it with beautiful words. You 
can call it social-minded, progressive, lib- 
eral, what you will, but it remains, when 
seriously considered as a permanent pro- 
cedure, anti-social, illiberal, unprogressive 
and reactionary. 

We must provide instead of prevent 
abundance if we are to realize the abundant 
life for this whole people. 
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Second General Session 


Two principal addresses occupied 
the second general session, October 13. 
“The Outlook for Foreign Trade” was 
the theme of an address by Eliot Wads- 
worth, chairman, American Section, In- 
ternational Chamber of Commerce, and 
“The Road Ahead” was the topic of 
an address by Henning W. Prentis, Jr., 
president, Armstrong Cork Company, 
Lancaster, Pa. 

“Foreign trade,” said Mr. Wads- 
worth, “is at its best in times of inter- 
national peace, stability and prosper- 
ity. . . . It cannot thrive on prosperity 
in one or two nations alone. There is 
no business to which can better be ap- 
plied the old saying ‘a rising tide lifts 
all the boats’.” 

Speaking of the restrictions on for- 
eign trade applied in various quarters 
of the world, Mr. Wadsworth said that 
“this tendency of governments to con- 
trol international trade changes the 
whole basis on which the export and 
import business of this country has 
been built.” 


The speaker disposed of the argu- 
ment against foreign trade which is 
based on the statement that it repre- 
sents 10 per cent. or less of our domes- 
tic business. He showed that we im- 
port various articles, some or all of 
which are required in our industries 
and to support a reasonable standard 
of living. Among these articles he 
mentioned coffee, tea, rubber, tin, nickel 
and manganese. We are not only de- 
pendent upon imports, but must find 
a market abroad for cotton, of which 
from 50 to 60 per cent. is sold and 
used outside the country. Our tobacco 
crop goes abroad to the extent of 40 
per cent.; dried fruits 45 per cent.; 
turpentine 40 per cent.; refined copper 
40 per cent.; lubricating oil 30 per 
cent. We sell abroad 11 per cent. of 
the output of industrial machinery, 40 
per cent. typewriters, 35 per cent. of 
sewing machines, 29 per cent. of agri- 
cultural implements, and 28 per cent. 
of office appliances. “To lose such a 
market for industrial products,” Mr. 
Wadsworth said, “would at once re 
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duce employment and depress general 
business.” He declared that “we can- 
not expect to have a favorable balance 
of trade in goods and at the same time 
collect interest on debts owed us 
abroad.” 

Notwithstanding present unfavorable 
conditions, the speaker was optimistic 
as to our foreign trade, taking the long- 
range view. 

In conclusion Mr. Wadsworth em- 
phasized the part foreign trade plays 
in the preservation of peace. Here are 
his concluding words: 


I have spoken so far entirely of Amer- 
ica and what foreign trade means to her 
national economy. There is something 
vastly more important in the world inter- 
change of commodities than the interest of 
any particular nation. Unless means are 
provided whereby nations can procure the 
essentials of life for their people, war is 
the obvious alternative. A free inter- 
change of essential commodities is the only 
firm foundation for peace. For economic 
reasons we cannot withdraw ourselves from 
the world, For the safety of civilization 
we must coéperate to open the doors of in- 
ternational trade and do our share in the 
distribution of national necessities. It is 


unthinkable that the United States will 
take the road to isolation when we have 
the opportunity and duty boldly to assume 
a leading réle in the commerce of the world. 


Concluding General Session 


There were two important addresses 
made at the third general session, Oc- 
tober 14. Dr. Virgil Jordan, president 
of the National Industrial Conference 
Board, spoke on the “Outlook for Re- 
search in Economics and Business,” 
and Leonard P. Ayres, vice-president of 


the Cleveland Trust Company, on 
“Prospects for Profits in the Banking 
Business.” 

Dr. Jordan expressed the view that 
much of what passes as research was 
rather vague, and that many of the so- 
called “surveys” that result from im- 
proper research are a_ characteristic 
disease of our time. He declared in 
favor of more and better research, “but 
let us do it ourselves and for our own 
use,” he said, “and use it effectively in 
increasing our comprehension of our 
task and our competence in perform- 
ance of it. Let us be less eager to 
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enlighten the other fellow, and more 
ambitious to enlighten ourselves. There 
is plenty of research activity in this 
field which doesn’t fill these specifica- 
tions, and it is likely to increase on a 
large scale; but it will be largely a 
total loss, and even a liability to busi- 
ness that it can ill afford in these diffi- 
cult days.” 

Since the address of Colonel Ayres 
deals with a subject of great practical 
interest to banks, it is presented in full. 


—_— 


PROSPECTS FOR PROFITS IN THE 
BANKING BUSINESS 


Address of LEonarD P. AYRES 


Vice-President, Cleveland Trust Company, 
Cleveland, Ohio 


Recent important changes in American 
banking make it especially appropriate to 
discuss at this time the prospects for 
profits in the banking business. From the 
beginning of this century up to the advent 
of the great depression the earning assets 
of American commercial banks taken as a 
whole were composed pretty consistently 
of loans which made up three-quarters of 
them, and of investments which constituted 
the remaining one-quarter. 

The loans yielded a higher rate of re- 
turn than the investments. Taking the 
country as a whole the return on bank 
loans during the thirty years before the 
depression averaged year in and year out 
about 6 per cent. The yield on the invest- 
ments probably averaged about 5 per cent., 
or a little less. During the past eight years 
there has taken place a series of funda- 
mental changes in these conditions. 

The loans of commercial banks have de- 
creased from being about 75 per cent. of 
the earning assets to only about 45 per 
cent., while the investments have increased 
from being 25 per cent. until they are now 
about 55 per cent. These changes have 
greatly reduced the earning power of banks 
because the proportion of the loans, which 
are the higher yielding assets, has de- 
creased, while that of investments which 
are the lower yielding assets, has increased. 

In addition to these changes in propor- 
tions there have been serious declines in 
the yields of both classes of earning assets. 
The yield on loans has declined from 6 per 
cent. to 4 per cent., while that on invest- 
ments has fallen from around 5 per cent. 
to 21/2 per cent. These two sets of 
changes in proportions and in yields would 
of themselves decrease the annual earning 
power of a typical $100 of bank assets 
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from $5.75 to $3.17, which is a decline of 
about 45 per cent. The actual decline has 
been a little less than that because mean- 
while there has been an increase from 
service and other charges, but the drop 
has amounted to nearly 40 per cent. 

There is another reason why the banker 
must view with anxiety the change which 
has made bank loans a minor factor in the 
earning assets of banks, and lifted invest- 
ments to the major position. This added 
reason for anxiety is that banks are pri- 
marily equipped in personnel, in experience 
and in machinery to make and administer 
loans rather than to care for investments, 
Banks could easily handle about twice the 
amounts of loans they now have, and if 
the old-time volumes of loans are not going 
to reappear, many banks will need to over- 
haul their organizations in the enforced 
quest for economies. 


Commercial Loans 


The volume of bank loans depends pri- 
marily on the borrowing needs of the com- 
munity. During the past forty years the 
borrowing needs of business have passed 
through several well-defined phases which 
have lasted long enough to enable us to 
study them in their relation to bank earn- 
ings. The borrowing needs of business de- 
pend in the main on two factors. One of 
them is the dollar volume of trade being 
done, and the other is the important re- 
cent changes that may have taken place in 
the dollar volume of trade and which have 
either greatly increased or diminished it. 

For the purposes of our analysis of the 
prospects for commercial loans we may 
consider that the volume of trade being 
done in any year is about equal to all the 
sales made at wholesale and retail by all 
the corporations in this country. We have 
good records of the amounts of such sales 
for a good many years back in the data of 
the Federal corporation tax reports, and 
we can closely approximate them over the 
past forty years. Those records and the 
bank records show that from shortly be- 
fore the beginning of this century up to 
the outbreak of the World War there was 
a nearly constant relationship between the 
commercial loans of all commercial banks 
and the volume of trade. 

For nearly twenty years before the war 
began the commercial loans of all com- 
mercial banks were equal each year to 
about 14 per cent. of the total dollar volume 
of all wholesale and retail trade. This 
means that during that period the business. 
men of this country steadily used about 
one dollar of bank credit for each seven 
dollars of sales that they made. 

Then the war came and brought with it 
a great and general advance in_ prices, 
wages, and all the costs of doing business. 
That period of advancing prices contin- 
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ued from 1915 to 1920. One result of the 
price increases was that corporations had 
to use far greater amounts of money to 
carry on their business affairs. When that 
happened they found that their working 
capital was insufficient to meet their in- 
creased needs, and so they borrowed more 
heavily from their banks. 

From 1915 to 1920 the commercial loans 
of banks increased from being equal to 14 
per cent. of the yearly volume of trade to 
being 21 per cent. of it. That advance 
from 14 per cent. to 21 per cent. was an 
increase of one-half in the rate of the bor- 
rowing needs of business men, but it was in 
reality far more than that because in the 
meantime the volume of trade had greatly 
risen in dollar value. That 21 per cent. 
for commercial loans was 21 per cent. on 
a dollar volume of trade that had nearly 
doubled, and so we find the commercial 
loans of banks more than three times as 
large in 1924 and 1925 as they had heen 
in 1915. 

During the rest of the prosperity period 
the ratio of commercial loans to the dol- 
lar volume of trade steadily declined. 
Corporations were making large profits 
and building up their working capital. 
Many of them were floating new securities, 
and so adding to their cash resources. They 
were steadily decreasing their need for de- 
pending on the banks. By 1929 the com- 
mercial loans of commercial banks were 


down to less than 16 per cent. of the value 
of wholesale and retail trade in that year. 
That was only a little more than the pre- 
war average. 

The decline has been continued during 
the depression years. Despite the increase 
in commercial loans last year and this 
year, the total of these loans was only a 
little over 8 per cent. of the dollar value 
of wholesale and retail sales sales last 
year, and it will probably be only a little 
over 9 per cent. this year. These percent- 
ages are far below the 14 per cent. rate 
that was steadily maintained before the 
war. 

The war-time advance in price levels 
lifted the normal ratio of commercial loans 
to the dollar volume of trade from 14 per 
cent. to 21 per cent. The price declines 
of the depression period, and the increase 
in the bank deposits of corporations re- 
sulting from the emergency financing of 
the Government, have dropped it to 8 or 9 
per cent. Perhaps the new normal may 
work out at about 10 per cent. unless we 
experience a new and important further 
general advance in price levels. The evi- 
dence indicates that it would be prudent 
for bankers to shape their policies in the 
expectation that for a long time to come 
the volume of commercial loans in com- 
mercial banks will be less than half as 
large as it was during the prosperity period 
of the 1920's, 
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Collateral loans and real estate loans 
combined are now about equal to commer- 
cial loans. Perhaps it is a fair guess that 
taken together they are likely to remain 
about equal to commercial loans for some 
years to come. Collateral loans used to 
constitute a far larger proportion of all 
bank loans than they do now, or than 
they have recently. It is an astonishing fact 
that for twenty-five years before the war 
the collateral loans of commercial banks 
amounted to more than the totals of bank 
investments. 

It is a still more astonishing fact that 
during almost every year of that long 
period the collateral loans in commercial 
banks constituted a larger proportion of 
their earning assets than they did during 
the great bull market for stocks in 1928 
and 1929. They now constitute a smaller 
proportion than at any previous time in 
the past fifty years, and it seems unlikely 
that they will increase greatly while the 
present regulations or similar ones remain 
in force. 

We all 
boom 
boom 
boom of modern times. Nevertheless it is 
true that for some six years before the 
war the real estate loans in commercial 
banks constituted a much larger propor- 
tion of all earning assets than they did 


the real estate 


rightly recall 
which preceded the stock market 
as being the greatest real estate 
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at the top of the real estate boom of the 
middle 1920’s. They are relatively large 
now. They are greater in amount than 
they were in 1927, and they constitute a 
larger proportion of the earning assets than 
ever before except for the recent years of 
deep depression. They are increasing very 
little. It seems to be a fair probability 
that they will not change greatly in vol- 
ume until we experience a new building 
boom. 


The operating earnings of member banks, 
before taking into account losses and re- 
coveries, are now derived about 40 per 
cent. from loans, about 40 per cent. from 
investments, and about 20 per cent. from 
service and other charges. It seems un- 
likely that these proportions will be greatly 
changed in the near future. They have 
resulted from powerful economic forces, 
quite beyond the control of the bankers, 
and largely beyond their influence. It is 
far more prudent to assume that the new 
proportions of bank earning power, and 
about the present rates of interest, will 
prevail over the next few years, than it 
is to hope that about the old conditions to 
which we were accustomed before the de- 
pression will return in the near future. 


Operations 


If it is probable, as the evidence seems 
to indicate, that commercial bankers as 4 
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group must iook forward to having earn- 
ings from loans only about equal to earn- 
ings from investments, then the question is 
what they ought to do about it. That 
question confronts bankers even if in the 
next few years loans increase more rapidly 
than now seems probable, for it is quite 
unlikely that earnings from loans will in- 
crease within any near-to future until they 
are two and a half or three times as large 
as earnings from investments, as they used 
to be. The fact still remains that our 
commercial banks are organized and 
equipped to care for a volume of commer- 
cial loans of the pre-depression magnitude, 
and that there are no present prospects 
that we shall soon return to any such con- 
ditions. 

One step towards improving conditions 
consists of increasing the efficiency’ of bank 
operations, and there a good deal of 
progress has already been achieved. In the 
ten years from 1923 through 1932 the op- 
erating expenses of all member banks were 
on the average 73.4 per cent. of their op- 
erating incomes, and the results would not 
be greatly different for all commercial 
banks. In the five years from 1932 to 
1936 this operating ratio dropped so that 
the expenses were only 68.9 per cent. of 
income instead of being 73.4 per cent. This 
improvement largely resulted from de- 
creases in the payment of interest on de- 
posits. It may not sound large, but it is 
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in reality substantial. It seems wholly 
probable that further improvement can be 
made. 

Investments . 


It is a disquieting fact that the earn- 
ings from loans of all member banks are 
now only about equal to earnings from in- 
vestments. It is obvious that in the typi- 
cal commercial bank the expense of ad- 
ministering loans is far greater than that 
of administering investments. One cannot 
help wondering if a careful cost account- 
ing would not show that under prevailing 
conditions the loans of commercial banks 
as a whole are resulting in a net operating 
loss with the deficit from them being made 
up by earnings from service and other 
charges and investments. 

The available figures seem to indicate 
that this may well be so. During the nine 
years from 1923 through 1931 the operat- 
ing earnings from loans and service charges 
of member banks, before losses and recov- 
eries, were always more than enough to 
cover all costs of all bank operations. Loans 
clearly produced net operating earnings in 
those years, and the income from invest- 
ments was probably largely a net gain. 

In the five years from 1932 through 1936 
these conditions have changed. The earn- 
ings from loans and service charges have 
not nearly equalled the expenses of bank 
operations, and part of the income from 


SO PAINE: He lO GING DDT OOM Pe MOAB ce steph 





416 


investments has been used. to make up the 
difference. These comparisons are not 
good cost accounting, but they do make it 
seem probable that bank loans are not now 
paying their own way, and that the com- 
mercial banks as a whole are heavily de- 
pendent on earnings from service charges 
and investments to meet operating ex- 
penses. 

Probably it is true that the great changes 
that have taken place in the banking busi- 
ness during these depression years are not 
unlike some of those which took place in 
the railroad industry a little earlier. Up 
until 1921 passenger traffic was relatively a 
good deal more profitable than freight traffic. 
Then passenger traffic declined in volume 
and became progressively less profitable 
until in 19380 the cost of providing passen- 
ger service rose above the income received 
from it. In 1935 operating expenses for 
passenger services exceeded operating reve- 
nues by 29 per cent., and in 1936 they 
exceeded them by 27 per cent. 

The railroads have huge investments in 
their passenger services, and they are com- 
pelled to operate them even though they 
must use part of the revenues from freight 
to make up the deficits resulting from 
them. The banks have large investments 
of personnel and equipment devoted to the 
business of making and administering loans. 
They must continue to make loans even 
if they result in operating losses, for that 


is the only way by which they can get de- 
posits which can be employed in invest- 
ments. 

However, there is a great difference be- 
tween the plight of the railroads and the 


problem of the banks. It is that the in- 
vestment of the banks in lending facilities 
is largely in personnel that can be gradu- 
ally reduced to the proportions necessary 
to carry on the volume of bank lending 
that can be developed. The problem of the 
railroads is far more serious for their in- 
vestment in the unprofitable passenger 
business is permanent, and the passenger 
service is growing progressively more ex- 
pensive. 


Liquidity 


Banking as a whole is now once more a 
profitable business, but it is not adequately 
profitable. Banks have absorbed the great 
losses of the depression period, and they 
have already taken most of the available 
recoveries. The emergency period in bank- 
ing lies in the past, and now the problems 
are those of adjusting bank policies and 
operations to the conditions that are here 
and that promise to prevail in the future. 


Probably it is true that in two impor- 
tant respects bankers as a class are still 
unduly influenced by developments that lie 
in the past, and that are not at all likely 
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to recur. _ Both of-them appear to be. mis- 
leading inferences based on past experi- 
ence. One of them is an optimistic hope 
and the other is a pessimistic fear. 

The optimistic hope is that as business 
recovery continues we shall once more have 
the old volumes of commercial loans. The 
reason why that hope is unwarranted is 
that commercial loans were abnormally 
large in the early 1920’s while businesses 
were short of working capital due to the 
war-time advances in price levels. The 
loans shrunk rapidly towards the end of 
the prosperity period as business increased 
its working capital. The dollar volume of 
trade has already regained the levels of 
1925 but the commercial loans are now only 
about one-third as large as they were then, 
The time has come for bankers to reduce 
their lending facilities and their expendi- 
tures on them to proportions appropriate 
to the volume of available lending business 
that now exists. 


The pessimistic fear that bankers still 
cherish, and by which they guide their poli- 
cies, is that we may have another banking 
crisis like the one five years ago. That 
fear explains our passion for liquidity. It 
is the chief reason for the excess reserves 
that we maintain. It is behind our prefer- 
ence for short-term notes, and our abhor- 
rence for long-term bonds. It is the reason 
why most bankers are completely reluctant 
to contemplate borrowing from their Fed- 
eral Reserve banks. 

Now this pessimistic fear is even less 
warranted than the optimistic hope. There 
does not now exist any set of conditions 
that could result in a credit collapse like 
that of the great depression. The bank 
crisis resulted from a sudden and world- 
wide drop in general price levels which 
drastically reduced the values of securities, 
real estate and commodities. Under those 
conditions business men could not pay their 
debts as they fell due, and the value of 
collateral behind loans became utterly in- 
adequate. As a consequence bank deposi- 
tors everywhere hurried almost simultane- 
ously to withdraw their funds. 

No collapse of genera] price levels on 
a similar scale is now possible for the 
simple reason that we had the collapse sev- 
eral years ago. It is an anomalous fact 
that bankers should now be worrying about 
inflation while shaping their policies to 
guard against a great deflation. This is 
particularly inappropriate in view of the 
Federal guarantee of deposits. 

The prospects for profits in the banking 
business are fairly bright. Certainly they 
are brighter than they are in most other 
kinds of business. Those prospects are 
bright because business has handed over 
to the bankers a huge store of money on 
which the bankers pay low interest. It can 
be more profitably employed than it is now. 
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How much its yield can be safely increased 
will depend on three factors. 

The first of these three possibilities for 
increased profits consists in using deposits 
more fully by investing the dollars that are 
now lying idle and unproductive in the ex- 
cess reserves. ‘The second important pos- 
sibility for increasing profits lies in reduc- 
ing the operating costs of the lending and 
allied departments of banks until their ex- 
penses are below the earnings from loans. 
‘The third possibility lies in securing greater 
returns from the investments. Banks should 
be adequately liquid, but there is neither 
safety nor prudence in maintaining such 
degrees of liquidity that they threaten to 
’ yesult in liquidating the banks. 


_— 


Resolutions Adopted 


The report of the Committee on 
Resolutions, presented by the chairman, 
R. V. Fleming, president and chairman 
of the board of the Riggs National 
Bank, Washington, D. C., was adopted 


as follows: 


The Business Outlook 


The present moderate recession in busi- 
ness activity should not be permitted to 
obscure the fact that 1937 has been so far 
a year of large and consistent gains for 
industry, commerce and agriculture. In the 
first three-quarters of this year the volume 
of industrial production has been 14 per 
cent. greater than it was in the correspond- 
ing period last year. Rail freight traffic 
has been over 14 per cent. larger. There 
has been 9 per cent. more building con- 
struction. Department store sales have in- 
creased 8 per cent. The demand deposits 
of member banks have advanced 5 per cent. 
These are important improvements. Only 
a few years in the past have shown greater 
gains. 

The recent declines in the security mar- 
kets, and the current decreases in business 
activity; appear to be reactions from the 
exceptionally rapid advances of last year 
and the early months of this one. They 
reflect a realization on the part of investors 
and businessmen that it was unreasonable to 
expect an indefinitely prolonged continua- 
tion of recovery at the vigorous rates at 
which it had been advancing. Recessions 


have been features of all previous recov- 
eries. 


(Banking 


During the past year banking has made 
Steady progress. There has been a notable 
imcrease in commercial loans of Federal 
Reserve member banks and these loans are 
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now over 50 per cent. larger in volume than 
they were at the beginning of 1936. 

Repeating the warning expressed in the 
resolutions of the American Bankers As- 
sociation at both its 1935 and 1936 annual 
conventions, we here emphasize again our 
conviction that the number of chartered 
banks should be limited rigidly to the eco- 
nomic requirements of the nation. Public 
opinion not only in the nation as a whole 
but in every state should be kept alert 
against any tendency toward a return to 
over-banking through the indiscriminate 
chartering of new institutions in places 
which are not large enough to support a 
bank, or in which there are already ample 
banking facilities. We believe that full 
public support should be given the bank 
supervisory authorities, both state and na- 
tional, in registering political or other pres- 
sure tending to make for unjustified expan- 
sion of the banking facilities under their 
jurisdictions. 


Postal Savings 


We approve the extended researches 
completed during the year by the associa- 
tion’s Committee on Banking Studies with 
respect to the Postal Savings System, which 
have laid down an invaluable body of facts 
for use at the appropriate time in the con- 
sideration of such legislation or other 
measures relative to the system which will 
be in the public interest, and which will 
remove unjustified competition with the 
chartered banks, 


Government Expenditures and Budget 


From recent expressions by those high 
in authority in the national Government, 
we are ‘pleased to note a determination to 
balance the Federal budget. While recog- 
nizing that unusual economic circumstances 
and necessary efforts to relieve human suf- 
fering and deprivation under emergency 
conditions justified unusual expenditures of 
public funds, and being aware of the dif- 
ficulty involved in the effort to balance the 
budget, nevertheless we believe that a re- 
turn to a balanced budget should be the 
prime objective of a sound public fiscal 
policy. 

From time to time in recent years this 
association and its officers have emphasized 
the importance of this achievement; we now 
feel the time has come to encourage the 
steady progress of normal business and in- 
dustrial enterprise which cannot prosper 
without the confidence which will be en- 
gendered by bringing Federal expenditures 
through economies in line with income. 


Taxation 


At the recent conference of the gover- 
nors of the several states, recommendations 
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were made in line with the resolution 
adopted at our last convention with re- 
spect to the overlapping and duplicate tax- 
ation of the same objects by local, state 
and Federal governments. We again urge 
that early consideration be given to this 
important subject by the states working 
in collaboration with each other and with 
the Federal Government and looking not 
only toward the elimination of duplicate 
taxation but as well toward greater cer- 
tainty in administration and standardiza- 
tion of tax laws. Such action, we believe, 
would do much to bring about an increase 
in the normal flow of business activity. 


Branch Banking 


Pursuant to the action of the executive 
committee of the state bank division, which 
has been transmitted to us by the presi- 
dent of that division, Mr. H. M. Chamber- 
lain, with a request for clarification of the 


Announcing 


A book that provides in one volume 
a Complete Banking Library 


GLENN G. MUNN’S 


ENCYCLOPEDIA 


of Banking and Finance 


An indispensable work of reference for the banker, 
broker, business man or student 


ERE is a book that contains 865 

pages and over 3500 terms relating 
to money, credit, banking practice, 
history, law, accounting and organiza- 
tion, foreign exchange, trusts invest- 
ments, speculation, markets and broker- 
age. 

With this convenient volume on your 
desk you are in a position to answer 
any question which may arise pertain- 
ing in any way to banking, investment 
or finance. All market terms and 
operations are carefully described. 

An important feature is the bibli- 
ography given at the end of each term, 
referring the reader to sources of addi- 
tional information on any subject in 
which he is_ particularly interested. 
Why not examine a copy at your own 
desk at our risk? 


Sent Postpaid for 5 Days’ Free Examination 


_———=" Use This Reply Form ~~~ ~~ 

BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 

Send me for examination a copy of 
Munn’s Encyclopedia of Banking and 
Finance. Within five days after its 
receipt I will send you the price, $12, 
or return the book. 


Address 
| SRE Sy Pry eee ee State 


THE BANKERS MAGAZINE 


position of the American Bankers Associay 
tion upon questions involved in dual and 
branch banking, the resolutions committee, 
in response to the request of the state bank 
division, desires to submit the following 
resolution for adoption by this convention, 
so that all divisions, sections, committees, 
and commissions of the association shall 
be guided accordingly: 

We favor the preservation and continua- 
tion of the dual banking system by which 
banks are free to operate under either state 
or national charter. We also believe that 
the system of unit banks has been pecu- 
liarly adapted to the highly diversified com- 
munity life of the United States. However, 
many of the states now authorize by law 
the operation of branch banks. We be- 
lieve that national banks should, as they 
do now, continue to enjoy an equality with 
state banks of branch banking privileges 
within those states. The association sup- 
ports in every respect the autonomy of the 
laws of the separate states with respect to 
banking. We reiterate our belief that no 
class of banks. in any state should enjoy a 
greater right in respect to the establish- 
ment of branches than banks chartered un- 
der state laws. We are definitely opposed 
to any proposal or device looking to the 
establishment of branch banking privileges 
across state lines, directly or indirectly. 


Special Resolutions 


Reviewing the record of the past year 
in the affairs of the American Bankers As- 
sociation, the members of ‘this convention 
take this occasion to express their sincere 
admiration for and approval of the devoted 
and able administration which the retiring 
president, Tom K. Smith, has given to its 
many-sided activities. The record of his 
administration has carried on the high 
tradition of service to American banking 
established by a long line of predecessors, 
and points the way for the continued ad- 
vancement of the welfare of our profes- 
sion. Within the scope of association ad- 
ministrative functions he has materially 
promoted the continued progress of effi- 
ciency and codrdination, while in the 
broader field of the part played by organ- 
ized banking in current public affairs, he 
has particularly fostered measures to bring 
about improved public understanding and 
sentiment in respect to banking. We feel 
that the members of the banking profes- 
sion owe Tom K. Smith a deep debt of 
gratitude for his conduct of their associa- 
tion’s affairs. 

We regret that Mr. Fred N. Shepherd 
indicated to the officers several weeks ago 
that he would not again stand for re- 
election to the office of executive manager 
of the American Bankers Association. For 
the past sixteen years he has faithfully 
served the organization with marked abil- 
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ity. His career has been distinguished by 
sincere, conscientious and loyal devotion to 
the duties of his high office. As he leaves 
active contact with our administrative af- 
fairs, he carries with him our best wishes 
for his future health and happiness. 

We also here express our thanks to the 
leaders in American business, banking, and 
public thought who have given us so gxn- 
erously of their time and experience as 
speakers before the various meetings of 
this convention. They have each made dis- 
tinctive contributions to the interest and 
value of its sessions. 

We extend our sincere thanks to the 
bankers of Boston and their committees 
who have provided so efficiently for the 
handling of this convention, and for the 
hospitable reception and entertainment of 
our delegates; to the hotels for their ex- 
cellent facilities and coéperation; to the 
many representatives of the press in Bos- 
ton and from various parts of the nation 
who have given such fine news treatment 
to our meetings, and to the citizens of Bos- 
ton for the cordial welcome which has been 
expressed to us in sO many ways. 


~ 


Inaugural Address of President 
Adams 


On being inducted intd office as new 
president, Orval W. Adams spoke in 
part as follows: 


I should like to mention four major ob- 
jectives toward which, if the membership 
approves, my efforts within the association 
will be directed. We must do our part 
toward making all of the people deficit 
conscious. While in the sober judgment of 
those best informed, including many of our 
senators and representatives in Congress 
and others in Washington, the necessity of 
bringing governmental expenditures well 
within current revenue is clearly recog- 
nized, this is not yet appreciated by the 
great body of the self-reliant people of 
America. I believe that the fiscal affairs 
of government can be kept out of serious 
difficulty only by bringing home to 42,000,- 
000 savings depositors, to the millions who 
hold insurance policies, who invest in 
building and loan associations, and other 
Securities, what the continuance of such 
deficits means to them. 

It is not only our duty to pay our de- 
Posits on demand, but to the best of our 
ability to pay in dollars of substantial pur- 
chasing power. Our depositors must be 
brought to understand that as government 
deficits inerease, the purchasing power of 
money decreases. This fact vitally affects 
every laboring man, every farmer, every 
professional and business man. It deter- 
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mines the vase of savings, of insurance 
policies, and even of unemployment bene- 
fits and contributions for relief. 

In the early days of the depression there 
may justly have been differences of opin- 
ion as to the propriety of expenditures 
which necessarily resulted in deficits. No 
such differences of opinion should longer 
exist. We must make our depositors real- 
ize that the preservation of the value of 
their savings demands a balanced budget. 
To balance the budget two courageous and 
statesmanlike steps must be taken: First, 
a substantial decrease in government ex- 
penditures; second, an increase in taxes 
more equitably distributed over a much 
broader base. We must stimulate such an 
insistent public demand as will result in a 
balancéd budget. 

When taxes are made more visible and 
the budget is truly balanced, a tax-con- 
scious citizenship will have been created— 
the most vital need in this country. 

Next, we should stabilize and refine but 
not discard our present banking system. 
Our progress under the dual banking sys- 
tem is a creditable chapter in the develop- 
ment of this country. We readily concede 
that it has not functioned perfectly. In 
a new country perfection was not to be ex- 
pected of any type of banking system. Be- 
yond question, however, ours has so func- 
tioned as to warrant us in seeking to 
improve rather than to abandon it, and at- 
tempt to provide a new system. 

There must be no monopoly—none in 
banking, in labor, or in industry. The in- 
stinct of. American citizens is unalterably 
opposed to all three. 

What is there in our history which could 
warrant the belief, for instance, that the 
extension of branch banking across state 
lines would better serve the needs of our 
people than does our present banking sys- 
tem? 

And how easy it would be to create a 
banking monopoly when once state auton- 
omy has been thrown into the discard! 

I earnestly believe that we should ad- 
here to such a tried and tested course in 
the field of banking as a whole, as will 
tend to give our business and banking in- 
terests a sense of stability and security. 

Recognizing the strength and influence of 


. the large number of smaller banks, many 


of which are not members of the American 
Bankers Association, it will be a major en- 
deavor of my administration to mobilize 
this tremendous power, to work within the 
ranks, to carry forward the ideals and ob- 
jectives of this great association. 


* * * 


There is an additional thought which I 
should like to leave with you, although I 
do not dignify it as an objective. It is 
this: I wish I might accentuate the profes- 
sional nature and aspects of our calling, 
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and I hope that I can promote an ever 
increasing fraternity among our members. 
If we always uphold the ideals of efficient, 
unselfish, loyal service to our clients, sub- 
ordinating every other consideration, we 
shall in my judgment pursue the one course 
which will bring understanding and appre- 
ciation. 

We cannot be truly professional in our 
concepts and _ practices without being 
brothers in the cause. Our methods may 
differ but our ideals should not, and that 
will make us tolerant of each other, which 
is the basis for lasting fraternity. 

There must be no doubt as to the posi- 
tion of this association respecting matters 
which we know to be of vital importance 
to the self-reliant citizens of our country. 


~ 


National Bank Division 


President W. F. Augustine, vice-presi- 
dent of the National Shawmut Bank of 
Boston, in his report said: 


In the report of the Comptroller of the 
Currency, recently released, as of June 30, 
1937, there were 5299 active national banks 
in the continental United States, Alaska, 
Hawaii and the Virgin Islands. These banks 
had deposits aggregating $26,766,000,000, 
exceeding by $565,460,000 the amount re- 
ported by 5374 active banks as of June 30, 
1936, the date of the corresponding call a 
year before. The deposits as of June 30, 
1937, were the highest in the history of the 
National Banking System on any call date 
except one, namely, that of December 31, 
1936, when they aggregated $27,608,397,000. 
It is interesting to note that as of June 
30, 1936, national banks of the United 
States had investments in United States 
Government obligations, direct and fully 
guaranteed, of $8,447,364,000 while on June 
30, 1937, they held bonds of this character 
to the extent of $8,219,195,000. From these 
figures one is struck with the importance 
of the National Banking System as a part 
of the financial structure of the United 
States and the share the national banks 
are assuming in financing the needs of the 
Federal Government. 


Mr. Augustine expressed his belief 
that in the work of national recovery 
the duty was a matter for the decision 
of the officers and directors of each 
bank. He said, however, that by col- 
lective study and interchange of ideas 
a great deal could be accomplished 
which would be lost to one making an 
individual search. In dealing with 
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banking operations, he said that not- 
withstanding reduced income and the 
fairly steady ratio of total expenses to 
gross earnings, the expenditures for 
salaries and wages increased steadily 
from 19.1 per cent. of gross earnings 
in 1929 to 26.1 per cent. in 1936. Like- 
wise salaries and wages amounted to a 
larger proportion of total expenses in 
each succeeding year, rising from 27.6 
per cent. in 1929 to 38.9 per cent. in 
1936. One item which has shown a 
consistent growth is the service charge. 
In 1933 it accounted for 1.6 per cent. 
of gross earnings and it was 3.3 per 
cent. in 1936. 

Respecting proposals for widening 
the scope of branch banking, President 
Augustine expressed the opinion that 
many banks in the country did not favor 
branch banking, and that the majority 
of those who did favor it would not ap- 
prove of its extension beyond state 
lines. 

From an admirable address on 
“Sound Profits from Sound Banking,” 
by Elbert S. Woosley, vice-president of 
the First National Bank, Louisville, 
Ky., a few pertinent observations are 
extracted. He emphasized the fact that 
if banking is to be sound it must be 
profitable, and it must be profitable if 
it is to serve. Profits are necessary to 
build up capital and reserve funds for 
the protection of depositors, to give a 
fair return to stockholders and to assure 
to employes that there is a future for 
them in the banking business. 

“What is the fundamental factor in 
sound and profitable bank manage- 
ment,” he asked, and said that personnel 
is the most important factor of all. “We 
are giving too little attention to per- 
sonnel.” He thought that officers of 
banks may well make themselves sub- 
jects for analysis. Perhaps they had 
been too much concerned with techni- 
cal matters and had neglected the broad 
art of banking. If banking strategy had 
been better, the banks might have re- 
tained their place in financing indus- 
try instead of losing it to the invest- 
ment banker whose bonds were bought 
iif the banks. 


Referring to the salary costs of na- 
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tional banks (in 1936 a total of $214,- 
000,000, or 39 per cent. of aggregate 
costs), while it was not suggested that 
this figure be cut, better dividends 
might be returned from the outlay. 

“An American weakness is lack of 
thoroughness, and we have to constantly 
be on our guard against this tendency 
in banking.” ... “The best way to 
add to the bank’s net income is to cut 
losses.” 

About “fine judgment” in banking, 
the speaker said to get all the facts, and 
judgment likely will be right. “The 
rule of thumb has no place in any ac- 
cepted credit arrangement.” 


Here are extracts from some of the 
concluding parts of Mr. Woosley’s ad- 
dress: 


In connection with the bank’s earning 
assets as represented by loans and bonds, 
it is a sound policy to stick to the rule 
of regarding as true bank earnings only 
those which may be counted upon each 
year. Certainly net operating income 
should not include recoveries on loans and 
bonds, profits from sale of securities, or 
other items not produced by normal op- 
erations. Both recoveries and profits on 
bond sales may be attributed for the most 
part to the upswing of the business cycle, 
and therefore should be placed somewhere 
as a hedge against comparable loss on the 
inevitable downswing. It has been thor- 
oughly demonstrated in the past ten years 
that losses from these sources exceed 
profits. Dividends should be governed by 
profits remaining after needed additions to 
capital, after the elimination of non-recur- 
ring profits and after proper reserves for 
losses as indicated by an analysis of the 
bank’s losses over an extended period of 
time. Whatever profits are left will be 
sound profits from sound banking. 

In addition, however, to these manage- 
ment policies which concern one’s own bank, 
there must be policies which look to the 
business of banking as a whole. Even the 
strongest bank is affected by the weak 
spots in our system, particularly since we 
all are participants in the Federal Deposit 
Insurance Corporation. 


Banking leadership should recognize 
these weak spots and assume the responsi- 
bility of correcting them and throwing up 
Safeguards against their recurrence. To 
preclude political control in banking, our 
leadership must accept the challenge to see 
that American banking of its own desire 
and effort shall be kept clean, sound, profit- 
able and dependable. This calls for a high 
order of leadership. 
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In conclusion, let me say that no man 
nor group of men can do for American 
banking what the banker himself can do. 
Ours is the responsibility for sound bank- 
ing in this country. In this day of disturb- 
ing political, social and economic trends, 
there must be no question about our abil- 
ities and intentions, our honesty of pur- 
pose and our capacity for banking states- 
manship, if we are to contribute our part 
toward keeping and safeguarding those in- 
dividual liberties which make life tolerable 
in a political minded and power greedy 
world. 

As trustees of the faith and fortunes of 
the people we are set apart for a sacred 
réle in the community. That rdle calls for 
the highest in character and capacity. The 
times demand that we rededicate ourselves 
afresh to the responsibility—our individual 
responsibility and ours alone—of making 
our banking system second to none among 
the systems of the world. 


J. Franklin Ebersole, professor of 
finance, Harvard Graduate School of 
Business Administration, spoke on “The 
Gold Problem and Some Banking Ef.- 
fects.” In dealing with changes in the 
value of gold, he said that “The one 
timely moment so far offered us for an 
upward revaluation without interna- 
tional codperation has passed. Such 
action might have been used to check 
the boomlet of the spring of 1937 in- 
stead of raising the reserve require- 
ments. Revaluation at any time would 
be disturbing to business—we are in- 
experienced in such matters and uncer- 
tainty would be created and linger 
long.” 

Moreover, upward revaluation might 
be “politically embarrassing,” being 
made to appear as a change of posi- 
tion reflecting upon the wisdom of an 
earlier position, Professor Ebersole 
said. Finally, raising the value of the 
dollar “would destroy that grant of 
power to dominate which was conferred 
upon the Treasury by the gold ‘profit’ 
upon the original devaluation—to re- 
turn merely to a 75-cent dollar would 
create a ‘loss’ nearly as large as the 
amount of gold now segregated in the 
stabilization and the inactive funds 
combined.” 


In the face of such difficulties, was 
it not reasonable to expect to see a 
policy of drifting, or waiting, in the 
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hope of a favorable turn of events, the 
speaker asked. 

“Simply stated—considering only 
the direct statistical results and over- 
looking the repercussions, economic, 
financial and psychological—two-thirds 
of the present stock (or, say, 8000 mil- 
lion dollars) could be exported without 
necessarily disturbing our present 
credit pyramid.” 

The following roster of new officers 
were elected: 

President: R. G. Smith, vice-presi- 
dent and cashier, Bank of America 
N. T. & S. A., San Francisco, Cali- 
fornia. 

Vice-President: H. E. Cook, presi- 
dent, Second National Bank, Bucyrus, 
Ohio. 

Members of the executive committee 
to serve a full term of three years: 

Representing the Third Federal Re- 
serve District: 

Ralph A. Gregory, president, Third 
National Bank, Scranton, Pa. 

Representing the Fourth Federal Re- 
serve District: 

Walter J. Behm, president, Winters 
National Bank, Dayton, Ohio. 

Representing the Sixth Federal Re- 
serve District: 

W. C. Bowman, president, First Na- 
tional Bank, Montgomery, Ala. 

Representing the Tenth Federal Re- 
serve District: 

W. L. Dean, president, Merchants 
National Bank, Topeka, Kansas. 

Representing the Second Federal Re- 
serve District for an unexpired term of 
two years to fill a vacancy which ex- 
ists: 

Richard R. Hunter, vice-president, 
Chase National Bank, New York. 

Mr. Smith, the new president, is vice- 
president and cashier of the Bank of 
America N. T. & S. A., San Francisco, 
California. He was born in 1894 in 
San Francisco, California, and was 
educated in the public schools of that 
city. In 1912 he started as bank mes- 
senger for the Savings Union Bank and 
Trust Company of San Francisco, re- 
maining with that institution until 
1922, when he entered the Bank of Italy, 
now the Bank of America N. T. & S. A. 
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Mr. Smith is also vice-president of the 
Corporation of America, vice-president 
and treasurer of the Merchants Na- 
tional Realty Corporation, and also is 
on the advisory council of the Trans- 
america Corporation. 

In the activities of the American 
Bankers Association during the past 
year, Mr. Smith has been an ex-officio 
member of its executive council and 
bank management commission, and 
vice-president of its National Bank Di- 
vision. During the past fourteen years, 
he has also been active as a member of « 
other committees of the association and 
its American Institute of Banking See- 
tion, as well as of the California Bank- 
ers Association. 

Mr. Smith is married and has two 
sons and one daughter. He is a mem- 
ber of the Masonic fraternity and the 
Meadow Club, and makes his home in 
Ross, Marin County, California. 


~ 


State Bank Division 


This division was called to order, 
October 13, by President H. M. Cham- 
berlain, vice-president of the Walker 
Bank and Trust Company, Salt Lake 
City, Utah. In his address President 
Chamberlain referred to the large 
growth of branch and chain banking 
organizations and the efforts made by 
the division to combat this growth, and 
to make an aggressive campaign 
“against monopolistic trends in_ the 
banking field.” He also spoke of “the 
need for a sound code of banking 
laws.” 

Quoting from the report of W. S. 
Elliott, chairman of the committee on 
state bank research, Mr. Chamberlain 
reported that the total resources of state 
banks on December 31, 1936, were 
$38,650,000,000, a gain of $8,000,000,- 
000 over the low point during the past 
four years. During 1936 substantial im- 
provement in profits was shown in prac 
tically all of the forty-two states re- 
porting. 

“Banking Facilities and the Charter 
ing of New Banks” was the topic of am 
address by D. W. Bates, Superintendent 
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of Iowa Banks. He took a decided po- 
sition against the centralization of 
banking. “Those,” he said, “who seek 
to have extended the provisions of the 
act of Congress so as to permit branch 
banking on a larger scale than now 
permitted do so on the claim that it 
will afford the opportunity to the people 
to have a better banking system than 
is now furnished by the unit bank. 
What a beneficent suggestion! To 
exchange the home-owned, home-con- 
trolled, home-operated and home-inter- 
ested institution for a foreign-owned, 
foreign-controlled, foreign-operated and 
foreign-interested institution and _ the 
displacement of the unit banker who 
helped to blaze the trail of develop- 
ment of this continent and whose suc- 
cessors have carried on with the march 
of progress.” 


His defense of the unit banking sys- 
tem became specific, as shown by the 
following extract from his address: 


Those who espouse the cause of branch 
banking claim that the unit system is a 
failure; that many of the smaller units have 
failed and they attribute most of our finan- 
cial difficulties to such failures and that 
we must have branch banking in order 
to provide a safe banking system. This is 
propaganda—pure and simple. Let us look 
at the record. In 1931, about two thousand 
three hundred sixteen (2316) banks closed; 
of these, one thousand eight hundred and 
ninety (1890) had resources under one mil- 
lion dollars and four hundred twenty-six 
(426) of them had resources of over one 
million dollars, These banks had total de- 
posit liabilities of $1,814,000,000, but the 
426 banks had deposit liabilities of $1,417,- 
798,000, while the 1890 smaller banks had 
only $396,237,000 deposit liabilities, or about 
27.9 per cent. of the total deposit liability, 
while the larger banks had 72.1 per cent. 
of the total deposit liability. The worst 
Is yet to come—nineteen banking associa- 
tions throughout the United States operat- 
ing four hundred  ninety-four (494) 
branches closed their doors during 1931 and 
1932, and at the time of closing had de- 
posit liabilities of $459,106,000. Added to 
this were the Bank of the United States 
operating fifty-three (53) branches in New 
York with deposit liabilities of $200,000,- 
000 and the Peoples State Bank of South 
Carolina with forty-four (44) branches and 
a deposit liability of $26,000,000. There 
are others that could be added but this 
should be sufficient to thoroughly demon- 
strate that branch banking on an enlarged 
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scale is not the kind of banking system 
we want in this country, is not an improve- 
ment over our present dual system, is not 
a substitute for the unit bank, but that 
it is infinitely worse. 


In the course of his address, Mr. 
Bates paid the following tribute to the 
banking profession: 


May I here say for the banking profes- 
sion as a whole that no set of men, to 
whatever profession they may have dedi- 
cated themselves, gave more, did more 
and suffered more than did the banker to 
save his bank from ruin and his depositors 
from loss. When the final reckoning came 
his every dollar, his home and all went to 
save his depositors and sustain the confi- 
dence his community had reposed in him, 
and I have no patience with those who 
place the entire responsibility for our bank- 
ing difficulties upon the banker. He is 
willing to assume his just share of the re- 
sponsibility—no one should exact more; he 
was in the front line trenches and led the 
forces in every activity for his community’s 
good, but when adversity came to him, in- 
gratitude in many instances was the re- 
ward. 


The speaker recommended that the 
following course be taken prior to the 
granting of new bank charters: 


That before the granting of a charter 
is considered, the Commissioner or Super- 
intendent shall cause a special investigation 
to be made by a disinterested person who 
shall report to him in writing the territory 
to be served, class of residents, nationality 
of the people, their record for caring for 
their obligations, whether owners or ten- 
ants, if divided what proportion, the char- 
acter of the soil and its adaptation and 
whether it is being put to that use, aver- 
age value of the land per acre in the trade 
territory, to what extent mortgaged, popu- 
lation of the town and trade territory, 
character and extent of the business, in- 
dustrial activities, shipping facilities, num- 
ber of banks, if any banking history, 
necessity for a bank, expectant deposits 
within what time. If it appears that the 
bank is necessary and has every evidence 
of success under proper and competent 
management, and it is found that the man- 
agement is to be of experienced men of 
reasonable financial ability, and a proposed 
capital structure is sufficient and issuance 
of a charter should be considered, and the 
commissioner is satisfied from the facts 
that the bank will succeed—if these sug- 
gestions or similar ones are followed, there 
will be little complaint which can be lodged 
against the issuance of a charter and not 
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much possibility of abuse of chartering 
power. 

Some such program must be adopted by 
the several states if the unit system of 
banking is to continue. 


Robert H. Myers, vice-president of 
the Merchants National Bank, Muncie, 
Indiana, spoke on “Main Street— 
America’s Banking Center.” He _ re- 
ferred to the fact that he “came from 
a town that was once selected as the 
typical American community.” Speak- 
ing of his topic, Mr. Myers said that 
“it should be apparent to anyone that 
much of the real substance and strength 
of a nation and all its components lies, 
not in crowded cities, but in the smaller 
communities, in the suburbs and on the 
farms. 

“If we have learned anything in the 
recent trying years,” Mr. Myers de- 
clared, “it is that we cannot judge a 
bank by its label, its charter, its size. 
The mortality records include branch 
banks, group and chain banks, inde- 
pendent banks; large banks, small 
banks; some had national, some had 
state charters. The difference between 
success and failure, in this as in any 
other business, lies in the quality of 
management. This is not new, but it 
is true: It is bankers who fail, not 
banks.” 

The resolutions adopted reaffirmed 
faith in the dual system of banking; 
declared opposition to branch banking 
across state lines or on a nation-wide 
basis; protested against competition of 
various Government lending agencies 
with chartered banks; declared that 
there is no further need of the Postal 
Savings System; favored a balanced 
budget; urged amendment of the Social 
Security Act by removing from it the 
discrimination between non-member 
state banks and other banks; and com- 
mended the militant fight against the 
McAdoo bill to authorize branch bank- 
ing within Federal Reserve districts, ir- 
respective of state lines. 

The following new roster of officers 
was elected: 

President, Harry A. Brinkman, vice- 
president, Harris Trust and Savings 
Bank, Chicago, Illinois. 
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Vice-President, H. W. Koencke, 
president, the Security Bank of Ponca 
City, Ponca City, Oklahoma. 

Members of the executive committee 
for a one-year term: 

H. B. Fuller, president, Guerneville 
Bank, Guerneville, Calif. 

Dave Barry, vice-president, Lincoln- 
Alliance Bank, Rochester, N. Y. 

Lew C. Palmer, president, Citizens 
State Bank, Arlington, Wash. 

Members for a two-year term: 

Albert S. Puelicher, president, Mar- 
shall & Ilsley Bank, Milwaukee, Wis. 

T. R. Frentz, cashier, New American 
Bank, Oshkosh, Wisconsin. 

Members for a three-year term: 

A. L. M. Wiggins, president, Bank 
of Hartsville, Hartsville, S. C. 

Charles H. Laird, Jr., president, 
Burlington County Trust Company, 
Moorestown, N. J. 

F. G. Addison, Jr., president, Secu- 
rity Savings and Commercial Bank, 
Washington, D. C. 

Frank C. Welch, president, the 
People’s Savings Bank, Cedar Rapids, 
Iowa. 

Mr. Brinkman, the new president, 
was born in 1883 in Warsaw, Illinois. 
He was educated in the Warsaw public 
schools, spent two years in college at 
Carthage, Illinois, and one year at 
Harvard. His first business position 
was with the Warsaw Milling Company 
in Warsaw. In 1906 he entered the 
services of the N. W. Harris Company, 
which later become the Harris Trust 
and Savings Bank. He became assist- 
ant cashier of the latter institution in 
1912, cashier in 1927, and vice-presi- 
dent in 1934, the position he now holds. 
He has been trustee of the village of 
Hinsdale, Illinois, for four years. 

In the activities of the American 
Bankers Association, Mr. Brinkman 
has been a member of the executive 
council of the association. He was a 
member of the executive committee, 
State Bank Division in 1934, and dut- 
ing the past year has served as chai 
man. He was vice-president of the 
Illinois Bankers Association in 1933 
and president in 1934. 

Mr. Brinkman is married and _ has 
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two daughters and one son. He is a 
Republican, and is a member of the 
Union League Club, Bankers Club of 
Chicago, and Hinsdale Golf Club. He 


resides in Hinsdale, Illinois. 
Savings Division 


President Noble R. Jones called this 
division to order on the afternoon of 
October 12. After a cordial welcoming 
address by A. George Gilman, presi- 
dent of the Savings Banks Association 
of Massachusetts, and president of the 
Malden Savings Bank, Noble R. Jones, 
savings executive of the First National 
Bank, St. Louis, Mo., delivered his ad- 
dress as president of the division. His 
topic was “An Eventful Year in Sav- 
ings.” He said that “Savings in banks 
continue their steady growth . . . de- 
spite unemployment and growing com- 
petition with other financial agencies. 
No one can ever estimate with certainty 
the bread lines shortened, the dimin- 
ished spread of communism, the despair 
eliminated and the objectives accom- 
plished during the last five years of 
depression by the savings deposits in 
banks in the earlier years, which at 
one time reached the colossal total of 
28% billion dollars, credited to more 
than 53 million depositors.” 


The competition of these “other 
financial agencies,” particularly of 
building and loan associations, was re- 
ferred to at length. “Building and loan 
associations and savings and loan as- 
sociations,” Mr. Jones said, “are not 
banks. Nevertheless they are com- 
petitors for savings.” 


Alfred H. Hastings, treasurer of the 
Springfield Institution for Savings, 
spoke on the topic “Modern Trends in 
Mortgage Financing.” He gave four 
important causes of avoidable losses on 
mortgage investments, namely, im- 
proper appraisals; insufficient informa- 
tion and attention to the borrower’s 
financial ability and willingness to 
pay; unamortized loaning, and compe- 
Uition for mortgages. “In my opinion,” 
he declared, “some of the errors of the 
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1920’s are already again creeping in 
at the present time in the matter of 
competing for mortgages by granting 
too large a percentage of value loans; 
and I would sound a note of warning 
that some of the losses of recent years 
will be repeated unless the tendency of 
this type of competition is carefully 


checked.” 


“The Trusteeship of Men” was the 
subject of an address by Fred I. Kent, 
chairman of the A. B. A. commerce 
and marine commission. Speaking of 
trusteeships, Mr. Kent said: “Of all the 
forms of trusteeship, those having to 
do with banking in its various depart- 
ments are among the most important, 
even though every form of trusteeship 
inevitably takes a large place in the 
lives of those concerned, including the 
trustees.” 

What happens to savings during de- 
pression periods was thus stated by Mr. 
Kent in the course of his address: 


It would seem of interest to look at the 
figures covering the movement of savings 
deposits during the depressions where fig- 
ures are available. We find such figures 
show the following: 


$ 1,623,080,000 
1,712,769,000 
1,785,151.000 
Depression 
1,747,961,000 
1,810,597,000 


Depression 
3,660,554,000 
3,713,406,000 
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13,040,393,000 
15,188,641,000 
Depression 
16,500,663,000 
17,57%,920,000 
19,; 4,534,000 


26,090,907 ,000 
28,412,961 ,000 
28,217,811,000 
Depression 
28,478,631,000 
28,219,618,000 
24,281 346,000 
21,125,534,000 
21,752,510,000 
22,614,024,000 
23,463,585,000 


*Depression. 


The figures for the years previous to 
1912 cover only deposits in savings banks. 
From 1912 up to date they include such 
deposits together with all savings deposits 
in national banks and state banks in the 
United States. 

It will be noticed that, in spite of the 
fact that even in years of depression great 
numbers of individuals increase or open 
savings accounts, the total following the 
panic of 1893 fell off 37,190,000 dollars and 
after 1907 $29,525,000. The panic of 1920 
was severe but short. Savings deposits 
throughout the period of the war rose con- 
stantly and continued to do so after the 
close of the war. The annual increase got 
up to $659,248,000 in 1918, $1,505,543,000 in 
1919, and $2,148,246,000 in 1920. Then, be- 
cause of the panic in 1920, the increase fell 
to $1,312,022,000 in 1921, to $1,078,257,000 
in 1922, after which there was normal pro- 
cedure. This clearly showed that savings 
deposits that had been accumulated had 
heen used by those who needed them. 

During the panic which began in 1929, 
we find that there was a fall of $195,150,000 
between 1928 and 1929, an increase in 1930 
of $260,820,000—undoubtedly due to the 
forced expenditures of business organiza- 
tions in that year which were made to try 
to control the panic—a decrease again of 
$259,013,000 in 1931, $3,938,272 in 1932, and 
$3,153,812,000 in 1933. 

The number of individuals having sav- 
ings accounts in 1936 was 42,566,880. At 
the same time total savings deposits were 
$23,463,585,000. 

The future of this tremendous business 
that has so effectively served savings de- 
positors, provided funds for the great in- 
dustries that have enabled them to give em- 
ployment to men thus making possible the 
huge production needed for comfort in liv- 
ing, depends upon the form of government 
that the people may choose for themselves. 


Mr. Kent was critical of many exist- 
ing governmental policies and of pre- 
vailing ideas. While favoring the un- 
derlying principle of the Social Security 
Act, he did not think the desired object 
could be achieved by the working of 
that act in practice. 

The following roster of new officers 
was elected: 

President, Henry S. Sherman, presi- 
dent, Society for Savings, Cleveland, 
Ohio. 

Vice-president, P. R. Williams, vice- 
president, Bank of America, Los An- 
geles, Cal. 

Members of executive committee for 
term expiring 1940: 

Roy R. Marquardt, First National 
Bank, Chicago, Illinois. 

R. M. Daane, vice-president, Ply- 
mouth United Savings Bank, Plymouth, 
Michigan. 

Stuart C. Frazier, Washington Mutual 
Savings Bank, Seattle, Washington. 

Mr. Sherman, the new president, was 
born in 1878 in Cleveland, Ohio. He 
graduated from Yale in 1902, and sub- 
sequently took post-graduate work at 
Massachusetts Institute of Technology. 
Before entering his present position he 
was in the manufacturing business. 

In the American Bankers Association, 
Mr. Sherman has served during the past 
year as vice-president of the Savings 
Division. He is a member of the Coun- 
cil of Administration of the National 
Association of Mutual Savings Banks. 

Mr. Sherman is married and has two 
daughters and one son. He is a Re- 
publican, and belongs in Cleveland to 
the following clubs: Union, Tavern, 
Mid-Day and Kirtland Country. He 
also belongs to the University and Yale 
clubs in New York City. He makes his 
home in Lyndhurst, Ohio. 


~ 


Other Activities at the Convention 


In addition to the general sessions 
of the convention and the meetings of 
the several divisions, there were a num- 
ber of important conferences whose 
purpose was the discussion of problems 
affecting banks, especially as concerns 
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their relations with the public. These 
meetings produced a large volume of 
opinions, which can only be briefly 
summarized. 

Let us first take a look at bankers 
as they are viewed with an unfriendly 
eye. R. S. Hecht, chairman of the pub- 
lic education committee, in the course 
of an address, furnished the material 
for constructing this picture. Listen to 
what he said: 


Lest some of you may have been lulled 
into a state of satisfaction on this sub- 
ject of what the public thinks about bank- 
ers, I should like to quote from a very 
interesting survey which Dr. H. W. Hep- 
ner, of Syracuse University, made just a 
few weeks ago. This survey consisted of 
many interviews with average citizens who 
were asked to tell verbally, or set down 
in writing, the ideas that crop up in their 
minds when banks and bankers are men- 
tioned. Those interviewed were asked not 
to try to arrange their thoughts, but simply 
to say immediately what occurred to them. 

The interviewers found that 54 per cent. 
of the answers were favorable, 26 per cent. 
were unfavorable, and 20 per cent. were 
mixed. The adverse comments revealed that 
banks and bankers are, among other things, 
associated with, “expensive homes and 
snappy cars”; “influential and unscrupu- 
lous”; “big, fat, ardent golfers, large man- 
sion, country home, many butlers and ser- 
vants”; “big salaries and little work”; 
“unnecessary legal advice and exorbitant 
Service charges”; “Shylock”; “allow de- 
positors to shoulder losses when they oc- 
cur”; “unreasonably low interest”; “no 
chance for promotion”; “bloated aristo- 
crats”; “drive a hard bargain and show 
no mercy when one is down on his back”; 
“personal friendship with them no asset”; 
officials are stiff, domineering and ex- 
tremely provoked when asked for simple 
favors”; “selfish and shallow.” 


This picture, as Mr. Hecht indicated, 
was not flattering. Fortunately, it did 
not represent the majority of those 


whose opinions about bankers were 
sought. 


~ 


Bankers Customer Relations Clinic 


Henry J. Steeps, president of the 
Bank of Baraboo, Wis., told of the ef- 
fective work done in Wisconsin in de- 
veloping a better understanding of the 
relations of banks to the public. A 
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comprehensive plan was devised, - and 
the codperation of the Wisconsin banks 
secured for the purpose of carrying it 
out. 

Jesse F. Wood, vice-president of the 
State Planters Bank and Trust Com- 
pany, Richmond, Va., said that “the 
banking profession has been danger- 
ously near losing the good will and 
confidence it had built up over the cen- 
turies.” He suggested that bankers 
should know, that they should teach, be 
friendly, codperate, and lead. “We 
need to get together and present a solid 
front of indisputable facts,” he said. 

“Meeting Our Problem in Public Re- 
lations” was interestingly dealt with by 
Ray A. Ilg, vice-president of the Na- 
tional Shawmut Bank, Boston. He 
defined public relations “as the transla- 
tion or the explanation, rather than the 
justification of the functions, the limita- 
tions and the importance of banking to 
the public, so that the people may real- 
ize that banking is an essential part of 
their every-day life; that it is a service 
molded to help the indivdual, the com- 
munity and the nation.” While agree- 
ing that responsibility for the public 
relations should be placed on some in- 
dividual, the problem actually con- 
cerned everyone in the bank. At the 
risk of having the suggestion character- 
ized as of the story-book pattern, he 
placed great value on the smile and the 
friendly attitude of all engaged in the 
bank’s work. 


Clearing House Round Table 
Conference 


Two subjects of deep concern to 
banks were discussed at this conference. 
Dr. Walter Lichtenstein, vice-president 
of the First National Bank of Chicago, 
spoke on “The Background for Current 
Investment Problems,” and H. H. Har- 
ris, vice-president of the First and Mer- 
chants National Bank, Richmond, Va., 
dealt with “Correspondent Relations; 
Spaced Maturities, and Sources of In- 
vestment Information.” 

As these two addresses treat of sub- 
jects of large practical interest to banks, 
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a summarized report. of them would 
prove unsatisfactory, and it is hoped to 
present them substantially in complete 
form in a later number of THE BANK- 
ERS MAGAZINE. 


~ 
Trust Division 


The Trust Division met for the elec- 
tion of officers only and selected the 
following: 

President, Robertson Griswold, vice- 
president, Maryland Trust Company, 
Baltimore, Maryland. 

Vice-president, Samuel C. Waugh, 
executive vice-president and trust offi- 
cer of the First Trust Company, Lin- 
coln, Nebraska. 

Members of the executive committee 
for three-year terms: 

R. G. Page, vice-president, Bankers 
Trust Company, New York. 

Gwilym A. Price, vice-president and 
trust officer, Peoples-Pittsburgh Trust 
Company, Pittsburgh, Pennsylvania. 

Frank F. Taylor, vice-president, Con- 
tinental Illinois National Bank and 
Trust Company, Chicago, Illinois. 

Thomas C. Hennings, vice-president, 
Mercantile-Commerce Bank and Trust 
Company, St. Louis, Missouri. 

Frank G. Sayre, vice-president, Penn- 
sylvania Company for Insurance on 
Lives and Granting Annuities, Philadel- 
phia, Pa. 

Mr. Griswold, the new president, was 
born in 1884, He was educated in the 
public schools of Baltimore and Boys’ 
Latin School (Dunham’s) ; received his 
A.B. at Johns Hopkins University in 
1905, and LL.B. at the University of 
Maryland in 1907. From 1905 to 1906 
he did postgraduate work in political 
science at Johns Hopkins University. 

Mr. Griswold’s business activities 
have been as follows: attorney in law 
department, United Railways & Electric 
Company of Baltimore, 1907-1909; 
member law firm of Griswold & Mar- 
shall, 1909-1913; member law firm of 
Ritchie, Janney & Griswold, 1913-1916; 
associated with Joseph C. France, at- 
torney-at-law, 1916-1917; with banking 
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house of Alex. Brown & Sons, 1919- 
1920, and subsequent to 1920 he has 
held his present position with the 
Maryland Trust Company. 

In the activities of the American 
Bankers Association, Mr. Griswold has 
served on the executive council, com- 
merce and marine commission and as 
chairman of the committee on taxation. 
He has also been chairman of the Com- 
mittee on Relations with the Bar of the 
Trust Division, and during the past year 
served as vice-president of the division. 
He has been a member of the Executive 
Council and vice-president of the Mary- 
land State Bar Association, and is a 
former president of the Johns Hopkins 
Alumni Association, and of the Cor- 
porate Fiduciaries Association of Balti- 
more City. 

Mr. Griswold was in military service 
in Mexico in 1916, and in the World 
War, 1917-18. He is a_ lieutenant 
governor in the Society of Colonial 
Wars in the State of Maryland and 
member board of managers of the 
Maryland Society of the Sons of the 
Revolution. He also belongs to the 
Maryland State Bar Association, Bar 
Association of Baltimore City, and the 
following clubs: Maryland; Baltimore 
Country, as treasurer and member of 
board of governors; Merchants, as vice- 
president and member board of direc- 
tors, and the Bachelors Cotillion, as 
member board of managers. He be- 
longs to the Alpha Delta Phi fra- 
ternity. 

Mr, Griswold is married and has 
three sons. 


~ 


State Secretaries Section 


The following new officers were 
elected by the State Secretaries Section: 

President, W. Gordon Brown, execu- 
tive manager, New York State Bankers 
Association. 

First vice-president, C. W. Beer- 
bower, secretary, Virginia Bankers As- 
sociation. 

Second vice-president, C. C. Wattam, 
secretary, North Dakota Bankers Asso- 
ciation. 
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Board of control, the above three off- 
cers and H. B. Crandall, secretary, 
Utah Bankers Association and L. F. 
Scarboro, secretary, Colorado Bankers 
Association. 


Mr. Brown, the new president, was 
born in 1892, in Germantown, Pennsy]l- 
vania. He graduated from Yale in 
1914. - His first banking position was 
as junior clerk in the Hartford Trust 
Company, Hartford, Connecticut, dur- 
ing the summers of 1911 and 1912. 
From 1915-17 he was with the 
Equitable Trust Company in New York, 
and for two succeeding years he was 
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in Yokohama, Japan, in connection with 
the International Banking Corporation. 
From 1919 to 1924 he was with the 
American Relief Administration in New 
York City, and then with an investment 
banking firm until 1931, when he en- 
tered his present position with the New 
York State Bankers Association. During 
the past year he has served as vice- 
president of the State Secretaries Sec- 
tion of the American Bankers Associa- 
tion. 


Mr. Brown is married and has three 
sons. He is a Republican, and resides 
in Wyckoff, New Jersey. 


YOU TELLER SHE CAN’T GET ANY CASHIER 


ONCE there was a grouchy teller 


Who was much inclined to beller 
If it happened that a feller 
Was a minute after three. 
Yet the customers he scowled at, 
Anathematized and growled at, 
Even raised his voice and howled at 
Really paid his salary. 


Irs enough to cause a flutter 

Of one’s feelings; make one sputter 

“Durn!” that guys like that should clutter 
Up the payrolls of our banks. 

He’s an ingrate who will mutter, 

Nasty imprecations utter 

For his very bread and butter 
As a substitute for thanks. 


PETER MAcKYE 
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WHAT GOVERNS ECONOMIC 
RELATIONS 


SECRETARY WALLACE and the AAA are 
more apprehensive now than a year 
ago, fearing that one good crop fol- 
lowed by another may “upset the eco- 
nomic balance.” It is urged that the 
possible injuries, or natural benefits, 
from abundant crops should be averted 
by restricting production to prevent 
prices from declining; but with the 
hours of urban employment growing 
shorter and shorter, and the wages 
higher and higher, it may be necessary 
to make farm products scarcer and 
scarcer indefinitely, in order to main- 
tain the balance. Surely there is an 
alternative to this: Agreed that balanced 
relations must be maintained, why not 
establish them on a basis of all-around 
abundance, instead of on a basis of all- 
around scarcity,—or allow the law of 
supply and demand to do it? 

This is not an issue between capital 
and labor, but between stability and 
instability in industry. Labor’s stake in 
stability is greater than capital’s, for 
employment and the standard of living 
for millions are involved. Capital’s 
share of the joint industrial product is 
less than 5 per cent., for 95 per cent. 
of industry’s gross receipts goes for 
operating expenses, and most of it to 
labor. . 

The fundamental truth about the 
modern economic system is that its parts 
must work together like the parts of a 
machine. Every organization of inter- 
dependent parts, from a hall team to a 
locomotive, an automobile or a watch, 
is dependent upon co-operation between 
its parts; without this a “system” no 
longer exists, and only chaos results. 

Since all groups of the system are 
interdependent, it follows that each has 
as real a concern in the prosperity of 
the others as in its own. It cannot sell 
its own product, or maintain its own 
employment, unless the buying power 
of the others is as stable as its own. 
It cannot raise its own compensation 
at the expense of other groups without 
losing more by unemployment than it 
can gain by the nominal increase of its 
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own pay. This is economic 

abundantly demonstrated. 
Balance, not Force or Authority, gov- 

erns economic relations.—National City 


Bank of New York. 


law, 


© 


URGES STUDY OF SERVICE 
CHARGES 


THERE is need at the moment for a 
careful analytical study of the entire 
service charge program by banks. Al- 
ready the law of diminishing returns 
has set in operation forces that are not 
healthy for sound banking. It will be 
of interest to some to know that, in the 
city of New York, for example, busi- 
nesses have been organized for the sole 
purpose of cashing checks. These busi- 
nesses hold out to prospective customers 
the matter of convenience, pointing out, 
as the customer knows, the limitation 
of bank hours. When, through the con- 
stantly expanding use of checks for pay- 
roll purposes, a wage earner discovers 
he is in the receipt of a check after 
banking hours he is constantly reminded 
that his cash will be available by one 
of these organizations for a nominal 
charge. While the charges these or- 
ganizations make may be equal to or 
even in excess of bank service charges, 
in some instances where the bank charge 
is based on activity the independent 
cash checking organization will exact 
a smaller sum than the banks. From 
cashing checks it is very evident that 
the next operation will be to actually 
engage in some form or phase of bank- 
ing. This too has developed. It is 
competition with banks that is, in @ 
measure, unfair since banks are neces- 
sarily subject to regulation of the vari- 
ous banking authorities of the state and 
the nation whereas in this immediate 
transitionary period these outside or- 
ganizations are not under such rules 
and regulations for, so long as they 
do not take deposits, they are not con- 
strued to be in the banking business 
within the meaning of the present bank- 
ing laws.—Henry H. Heimann, execu- 
tive manager, National Association of 
Credit Men. ; 











ODAY the most important phase of 
bond investing, from the commer- 
cial banking angle, is the problem 
of guarding against principal deprecia- 
tion. Portfolio managers are devoting 
a great deal of effort in an attempt to 
select a group of issues which will al- 
low the best average yield over a period 
of years and which, at the same time, 
will enjoy a certain measure of price 
stability. 

Generally speaking, when a_ bank 
wishes to dispose of a portion of its 
bond portfolio, other banks may be fac- 
ing a similar need for funds. On the 
other hand, a bank has surplus funds 
on hand to invest at a time when other 
institutions are also looking for earn- 
ing assets, and a competition for in- 
vestment results. A survey of institu- 
tional investment practices reveals the 
fact that, on many occasions, banks are 
buying bonds when bond prices are 
high and disposing of their commit- 
ments when the market is at a lower 
level. This is partly due to the fact 
that institutional demand for bonds 
tends to stimulate quotations while, on 
other occasions, pressure of institu- 
tional liquidation has the reverse effect. 


During the past few years, a flood 
of low coupon obligations have been 
issued. At the same time, many banks 
have been accumulating some of these 
bonds in their portfolios. Some day a 
change in credit conditions will pre- 
cipitate concerted selling in fixed- 
income securities. The need of funds 
for commercial accommodations, not 
by a single bank in some local section, 
but by institutions throughout the coun- 
try, will bring about a decided change 
in bond market conditions. A 31% per 


cent. coupon will. appear pitifully in- 
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adequate when plenty of 5 and 6 per 
cent. sound business paper can be ob- 
tained. Under such _ circumstances, 
bonds bearing 314 per cent. coupons 
could be selling in the low nineties, or 
even in the high eighties. Had credit 
conditions not been eased in Septem- 
ber through official action, the episode 
described above might have been wit- 
nessed in minor degree. 

A ten or twelve point loss could 
readily be sustained and this amount, 
by all calculations, represents over 
three years’ interest. Thus, the possi- 
bility of a tightening in interest rates 
during the next few years militates 
against the success of a bond buying 
program confined to low coupon long- 
term obligations. 

In retrospect, it must be recalled that 
there were many analysts in 1934 who 
felt that bond prices were too high and 
accordingly advocated meagre bond 
buying programs. Yet despite the fears 
prevalent at that time, a policy of com- 
plete investment would have proved 
highly profitable. Does the same situa- 
tion exist today? Is it at all likely 
that by 1940, 3% per cent. will seem 
a high return? This possibility must 
be faced. A policy of buying long- 
term high grade issues at prevailing 
prices may prove extremely hazardous. 
A policy of staying on the sidelines, 
making few investments, means loss of 
income. Can no solution be found to 
resolve existing difficulties? 

The policy of investing in second 
grade bonds has many followers. There 
are those who believe that, if interest 
rates turn upward, second grade bonds 
may well maintain their prices because, 
as business improves, they will be edg- 
ing into the high grade class. Never- 
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theless, examination of the depressed 
prices which some of the lower quality 
issues reached during the depression 
reveals, that in many cases, they sold 
in the low forties or fifties. Obviously, 
there is a decided risk in purchasing 
lower quality bonds should some down- 
trend in business materialize. Such a 
trend, in itself, might be another fac- 
tor causing banks to liquidate holdings; 
and as such liquidation would come at 
a time when prices would be materially 
lower, substantial losses would un- 
doubtedly be sustained. 

The Federal Deposit Insurance Cor- 
poration, in its last annual report, dis- 
cussed the theory of bank investing in 
a way that brings out the evils dis- 
cussed above. 

“Over the past two or three years 
many banks to an increasing extent 
have been buying securities with a view 
to obtaining profits from a rise in the 
prices of those securities, rather than 
with a view to obtaining reasonable 
earnings over a period of time. When 


a bank buys securities with the primary 


intention of selling them again at higher 
prices that bank is speculating. Deal- 
ing in high grade securities does not 
alter the essential speculative nature of 
the transaction. 

“Banks should be managed as insti- 
tutions of loan and investment rather 
than as institutions of speculation. Se- 
curities should be bought not for trad- 
ing purposes but for sound investment. 
Purchases should be made in the light 
of the bank’s requirements. A proper 
distribution of types and maturities 
should be maintained so as to keep the 
bank’s portfolio from turning .over in 
such a way as to reduce to a minimum 
the possible necessity of liquidation at 
depressed prices. 

“The banks constitute one of the 
most important groups of investors in 
the bond market. As a group they can- 
not get in and out of the investment 
market without completely disrupting 
that market. As a consequence they 
cannot speculate in securities without 
undermining the soundness of the finan- 
cial structure of the entire country. 
Speculation by banks in securities 
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leads to recurrent waves of buying and 
selling which disrupt the price struc- 
ture, and interfere with the flotation of 
capital issues essential to the main- 
tenance of a growing industrial econ- 
omy.” 

The suitable alternative, therefore, 
would seem to involve the purchase of 
a large number of short-term issues; 
careful balancing of the bond port- 
folio would assure properly spaced ma- 
turities occurring evenly over a period 
of fifteen or twenty years. The larger 
proportion of short term bonds would, 
of course, serve as a reserve in the event 
of necessity of liquidation, constituting 
a group not easily susceptible to prin- 
cipal depreciation. 

But while the above is a solution to 
our problem, it involves the payment of 
a large premium for insurance against 
depreciation. It is needless to go into 
a discussion of the small yields which 
would be available on bonds chosen in 
this manner, and of the: difficulties of 
obtaining any sort of return in such 
a bond portfolio when interest returns 
on all short-term accommodations are 
so low. 

A solution to the problem of bank 
investments which does not violate the 
principles enumerated in the FDIC re- 
port, but still allows a most satisfac- 
tory return, lies in a policy of purchas- 
ing selected issues selling above their 
call prices. Those who have pursued 
such a program during the past year 
have found it highly satisfactory. The 
fact that such issues resisted wide price 
swings during a period of sharp decline 
in the high grade bond market attests 
the wisdom of this policy. 

Throughout the period, a representa- 
tive list of such issues showed an aver- 
age income return of 3.65 per cent. on 
the amount of funds invested, and the 
bonds recommended never showed an 
average depreciation of much more than 
2 per cent.1_ What other group of high 
grade bonds showed such a satisfactory 


1Even this 2 per cent. depreciation is 
slightly exaggerated. It was computed by 
recording the lows of each issue during the 
break. Obviously, however, all the issues 
did not sell at their lows simultaneously. 
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return and successfully resisted ma- 
terial depreciation during the bond 
break? 

Analysis reveals a definite basis for 
the superior action of these bonds dur- 
ing the break. Each bond was pur- 
chased at a figure above its call price; 
each bond, were it not for the call 
price, would have been selling many 
points higher; each bond, therefore, 
had a cushion, so that other like qual- 
ity issues selling below their respec- 
tive call prices had to fall from five 
to eight points before the bonds of this 
list were anywhere near the point of 
being too high priced from a yield 
standpoint. 

For example, Southern California 
Gas 414s, 1961 reached a high at 10734 
this year while Southern California 
Gas 4s, 1965 sold within 3/8ths of a 
point of that figure. At 1073/8, the 
4s, 1965 yielded about 3.57 per cent. 
to maturity. Had the 414s been selling 
on the same yield basis, a price of about 
115 would have been attained—some 
8 points higher. To put the point an- 
other way, the 414s at 10734 yielded 
4.07 to maturity and the 4s would have 
had to decline to 981% to afford as high 
a return, 


Thus, this cushion of safety enjoyed 
by most callable bonds is most impor- 
tant in the event of a break in the high 


grade bond market. If the bond mar- 
ket were to break, the 4 per cent. bond 
would have had to drop about 8 points 
before it would start dragging the 414 
per cent. bond down with it. Such a 
cushion is a considerable safety feature, 
and the advantage of buying a bond 
with such protection is obvious. 

The very disadvantage which makes 

the bond sell low enough to give it the 
safety cushion, namely the possibility 
of having the bonds called, can be 
minimized by exercising two precau- 
tions, 
First, a careful examination of those 
issues selling only slightly above their 
call prices must be made so that obli- 
gations not in apparent immediate 
prospect of being called may be se- 
lected; secondly, diversification. 

In selecting the issues, careful in- 
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vestigation should account for some de- 
gree of success in securing bonds sell- 
ing above the call price, where risks of 
early redemption are small. A careful 
study of the companies’ financial pro- 
grams, informative conversations with 
the individual in charge of the finances 
of the company, a knowledge of certain 
disadvantages of refunding, realization 
that refunding would not save enough 
money to make it worthwhile, are fac- 
tors to be considered. All these points 
can be carefully studied, and ten bonds 
can easily be chosen and purchased 
with a fair degree of certainty that the 
majority will not be called in the im- 
mediate future—so that a satisfactory 
return on one’s funds can be secured. 
One can, of course, never be sure— 
hence the necessity of diversification. Of 
ten representative issues selected over 
a year ago, only two were called—in 
spite of the fact that this year witnessed 
an unusual amount of refunding. One 
of the issues suggested was called 
within a short space of time. Neces- 
sarily, the premium paid above the call 
price was a loss and was offset only 
by a small amount of interest received 
during the period the bond was held. 
This loss was charged against the in- 
come of the uncalled bonds and the re- 
turn of 3.65 per cent. obtained, as al- 
ready stated, was after adjustment for 
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TEN ISSUES SELLING ABOVE CALL 


Composite Call 
Rating 
AA 
AA- 
A 
AA- 
A 

AA 
AAA- 
AA 
AA 
AAA- 


ISSUE 
Delaware Power & Lt. 4%s, 1971 
Iowa Power & Light, 4%s, 1958.. 
Jersey Cent. Pwr. & Lt. 4%s, 1961 
Louisville Gas & Elec. 4%s, 1961 
New Jersey Pwr. & Lt. 4%s, 1960 
Reading Company, 4%s, 1997.... 
Safe Harbor Wtr. Pwr. 4%s, 1979 
Southern Calif. Gas 4%s, 1961.... 
Southern Counties Gas 4%s, 1968 
Union El. Lt. & Pwr. (Ill) 5%s, 1954 


103 
104 
105 
105 
105 
104 
104 


Price 
103% 


101% 
102% 


PRICE—SELECTED JULY 30th,1936 


Maximum Int. 
Loss Rec’d. 
During During 
1937 Period 
$22.50 

104% 10.00 

102% 38.75 
CALLED 

104% 25.00 

105 12.50 

104% 20.00 

104% 25.00 

102% 10.00 
CALLED 


Mkt. Price 
July 30, 
1936 


Low 
Price 
1937 


104% 


*Loss 
Average maximum loss, during 1937—2.04 points 
Income on money invested during period (after loss on premium of bond called)—3.62% 


The above list of bonds was selected in July, 


1936. The inclusion of a bond at that time 


does not mean that it should be included in a current list of issues as ‘call might now be 


more imminent, 


or other factors might have to be considered. 


It will be noted that the most 


satisfactory results were enjoyed by bonds rated AA or better. 


this incident. The other issue in the 
list was called only after it had been 
possible to hold the bond long enough 
to yield a slightly positive return. The 
list of issues discussed is set forth in 
the accompanying table. 

Had none of the bonds been called 
the first year, a current return of 4.3 
per cent. would have been available 
on the funds invested. On the other 
hand, premiums above the call prices 
of all the issues could have been 


charged off against income, leaving a 


return of 2.23 per cent. If all the 
bonds had been written down to the 
call price, the bank would henceforth 
enjoy a current return of 4.42 per cent., 
as long as the group issues remained 
outstanding. 

A price comparison with lists of high 
grade issues selected by statistical agen- 
cies definitely reveals the market su- 
periority of properly selected callable 
issues. This applies both to price sta- 
bility and income return. During the 
period reviewed and under the condi- 
tions outlined above, three such lists 
showed larger losses and lower returns. 
Representation in selected callable 
bonds offers marked advantages to in- 
stitutional investors. 


® 


STANDARDIZATION IN 
ACCOUNTING 


RECOGNIZING the need and desirability 
of uniformity and standardization in 
bank accounting, particularly in bank 
statements of condition, and profit and 


BANK 


loss statements, the Bank Management 
Commission of the American Bankers 
Association, has made public a manual 
covering this phase of banking. 

“It was felt that much would be con- 
tributed to bank accounting if a sug- 
gested list of general ledger accounts 
could be set up with a definition of the 
items which each account .should in- 
clude, then to arrange these accounts in 
a sequence which would facilitate the 
preparation of the various statements 
required by bank supervising author- 
ities, and finally to set up a suggested 
statement of condition or balance sheet, 
and an operating or profit and _ loss 
statement,” H. H. Griswold, president, 
First National Bank and Trust Com- 
pany, Elmira, New York, chairman of 
the commission says in a foreword. 
With this end in view a committee was 
appointed to study these points, and the 
resulting principles are set forth in the 
present study. 

The items covered in the manual are: 
“Chart of Accounts”; “Statement of 
Condition Form”; “Manual for Chart 
of Accounts,” and “Suggested Form of 
Profit and Loss Statement.” 

The study was prepared by E. V. 
Krick, vice-president, American Trust 
Company, San Francisco; J. M. Soren- 
sen, vice-president, Stephens National 
Bank, Fremont, Nebraska, and Ben E. 
Young, vice-president, National Bank 
of Detroit, Detroit, Michigan. 

Copies of the ‘manual may be ob- 
tained for 25 cents from the Bank Man- 
agement Commission, at association 
headquarters in New York City. 





FINANCIAL SITUATION ABROAD 
A Monthly Survey 


The General Situation 


JaPAN’s adventure into China has been 
condemned by the League of Nations 
and by the United States. President 
Roosevelt, in a speech at Chicago, has 
suggested “quarantining” against na- 
tions engaged in similar enterprises. 
Just what he meant by the employment 
of this term, or how the “quarantine” 
is to be applied, he did not state. Con- 
sidering that Japan is acting in viola- 
tion of the nine-power treaty, the signa- 
tories of that covenant are to hold an 
international conference to decide as to 
what should be done about it. Whether, 
as in the case of Japan’s earlier ad- 
venture into Manchuria, it will end in 
talk, or whether some action will be 
taken, had not been determined at the 
time this was written. 


The international conflict in Spain 
goes on with no decisive outcome as 
yet. Signor Mussolini seems as deter- 
mined as ever to continue military as- 
sistance to the insurgent cause. France 
and Great Britain, in their attitude to- 
ward this conflict, resemble the general 
who marched his forces uphill and then 
marched down again, or like the tortoise 
that thrusts out its head, only to be 
suddenly withdrawn. 

In several international relations to- 
day the era is one of talk, which, after 
all, is much preferable to war. 


Great Britain 


ANALYZING the figures of new capital 
issues for the first nine months of 1937, 
The Economist says that only once 
since 1928 has the current total issues 
made by direct public been exceeded. 
Broadening the basis to include all se- 
curities authorized to be dealt in on 
the Stock Exchange, the nine months’ 
aggregate would show an increase of 
80 per cent. since 1935. But The 
Economist does not consider this as an 
accurate index of public investments. 
National defence bonds of the govern- 
ment, and various other issues, change 
the aspect materially. The Economist 
thus summarizes the situation: 


Many of the gargantuan borrowers of 
the past appear today either to have lost 
much of their appetite for new capital or 
to be unable fully to satisfy it in London. 
Meanwhile, the British government main- 
tain a prior lien on the resources of the 
market for new gilt-edged securities. For 
the rest, they reserve the benefits of low 
long-term interest rates, first, for securities 
embodying their policy as expressed in acts 
of parliament; and, secondly, for a limited 
number of public authorities whose opera- 
tions are halted at the first sign of con- 
gestion. Voluntarily or otherwise, the mar- 
ket is filling the more negative of the 
functions which those who advocate the 
cyclical planning of public works would 
assign to it; for, during the last three 
months, when our business activity index 
has been making new high records, public 
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authority borrowing for capital construc- 
tion has been very small. 


While there was a check in July in 
the downward trend of unemployment, 
the following month changed this, and 
on August 23 the total of registered 
insured unemployed was_ 1,358,621, 
compared with 1,385,632 on July 26, 
and 1,613,840 for August 23, 1936. 

The favorable course of the foreign 
trade continues. The Westminster Bank 
Review reports that imports at £8634 
million, were about £1 million in ad- 
vance of those of July, and £2014 mil- 
lion above those of August, 1936, and 
exports, at £4914 million, though lower 
by £5 million than in July, which had 
two more working days, were £914 mil- 
lion above the figures of August last 
year. 

As reported by Lloyds Bank Limited 
Monthly Review, trade is still expand- 
ing. The heavy industries continue to 
work to capacity, with iron and steel 
consumption rising to a new high 
record, and compared with last year 
there is a noticeable improvement in 
coal exports. Apart from holiday in- 
terruptions the consumption goods in- 
dustries are reasonably active, but the 
cotton trade has been affected slightly 
by the sharp fall in raw cotton prices. 
The demand for motor cars has not 
been disturbed by the recent price in- 
creases. Home consumption generally 
keeps up well, and the latest retail 
trade returns show an improvement of 
8.1 per cent. in value over those of last 
year. Part of this is due to the year’s 
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rise in prices, but there has also been 
an increase in volume. 


France 


PopuLaR approval has been recently 
given to the existing cabinet, and this 
indicates, apparently, that the measures 
taken for stabilizing the situation are 
regarded by the people as destined to 
work out favorably. 

The Treasury has lately had success 
in its conversion plans, and it is esti- 
mated that the 1938 budget may show 
a small surplus. 

The rapid rise in prices, extending 
to domestic and imported products, 
which for some time has been a dis- 
quieting element in the situation, con- 
tinues. 


Germany 


AccorpInc to the Berlin correspondent 
of The Economist the Reich’s total debt 
at the end of July was returned at Rm. 
16,856 millions, compared with Rm. 
14,655 millions twelve months before. 
This figure includes approximately Rm. 
500 millions for tax-credit certificates 
and “old” valorised loans. The foreign 
debt has fallen sharply, being Rm. 1392 
millions compared with Rm. 1650 mil- 
lions a year ago. The funded portion 
of the “new” internal debt (debts con- 
tracted since the currency stabilization) 
increased during the year from 

6256 to Rm. 9442 millions. The fig- 
ures, as usual, do not include the mass 
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of “work-creation” and armament lia- 
bilities. 

Industry continues active, and em- 
ployment considerably higher than at 
the same time last year. 


Denmark 


For a country having the steadiness of 
Denmark, it comes as a surprise to learn 
—from Swedish and Norwegian sources, 
that the Kingdom is facing the threat 
of becoming an economic vassal of Ger- 
many. It is said that this difficulty 
arises, in part, from a trade treaty be- 
tween the two countries which has, in 
its operations, proved highly disad- 
vantageous to Denmark. This view 
could seem to be borne out by some 
decline in industry and a rather sharp 
increase in unemployment. The indus- 
trial index for July was two points less 
than for June, but one point above 
July, 1936. Commenting on these fig- 
ures, the Monthly Review of Den 
Danske Landmandsbank says that an 
investigation of the figures for the sepa- 
rate groups will reveal in most cases 
far greater changes than might be ex- 
pected from the average. Although in- 
dustry as a whole has shown progress, 
several groups record. considerably 
lower figures. This was particularly 
the case with the textile industry (16 
points lower). 


Norway 


For the first seven months of this year 
the foreign trade of the country showed 
imports of the value of 753 million Kr., 
compared with 497 million Kr. for the 


same period of 1936. Exports were of 
the value of 449 millions for the seven 
months of 1937, compared with 336 
millions for 1936. The money market 
remains easy. 


Japan 


As reported by The Oriental Economist 
Japan’s exports of merchandise for the 
first seven months of this year left a 
debit balance of 695 million yen, the 
largest such balance for any seven 
months’ period in the annals of Japan. 


Sweden 


STATISTICALLY, says The Index of 
Svenska Handelsbanken, the economic 
situation is favorable. Facts sustain 
the statistics. Building is active, em- 
ployment good, foreign trade is lively, 
the country’s tonnage fully occupied, 
and the harvests satisfactory. 


Italy 


THE policy of self-sufficiency which 
Italy, like other countries, is aiming at, 
does not as yet seem to have been very 
effective. For the first seven months 
of 1937 the adverse trade balance was 
2209.9 million lire, compared with 
794.4 million at the end of July, 1936. 


Turkey 


Receipts of the Treasury for the first 
eleven months of the present fiscal year 
were Ltq. 251,472,000, compared with 
Ltq. 205,291,000 for the like period of 
the previous fiscal year. 
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The Argentine 


From its branch at Buenos Aires the 
First National Bank of Boston has re- 
ceived the following report, under date 
of October 8: 

“The value of August imports was 
m$n 144,043,000 or only slightly below 
the July figure which was the highest 
since May, 1930, but August exports of 
m$n 147,115,000 were larger than im- 
ports, bringing the favorable balance 
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for the eight months up: to m$n 749.- 
621,000, as compared with m$n 246,- 
822,000 in the same period of 1936. 
“The August combined bank state- 
ment shows: 
m$n 


Deposits up 

Loans down 

Cash and due from 
banks down 

Reserve, 21.7 per cent. 


INTERNATIONAL BANKING NOTES 


OTTOMAN BANK.—Vacancies caused by 
the death of M. Raoul Mallet, chairman 
of the committee in Paris, and by the 
resignation of M. Horace Finaly, have 
been filled by M. Charles Rist, who has 
been called on to act as chairman of 
the committee in Paris, and by 


M. Philippe Mallet. 


SoutH Arrican Reserve BANK.—From 
the report of the seventeenth ordinary 
general meeting, held at Pretoria, July 
28, it is learned that there was an in- 
crease of £10,000 in gross income com- 
pared with the previous year, due to 
increased turnover in exchange transac- 
tions and British Treasury bills. There 
was also an increase of £15,000 in gen- 
eral expenditure, attributed principally 
to the larger cost of the increased note 
circulation. With regard to amounts 
written off, the same amount was allo- 
cated to fixed property as in the pre- 
vious year, namely, £50,000, but 
against furniture and fittings £1500 
less was written off owing to the smaller 
expenditure thereon. Moreover, £1000 
more was allocated to the pension fund 
than in the previous year. As a result 
the net profit of the bank was lower 
by £4800 and amounted to £198,970. 
This profit was allocatéd as follows: 


£100,000 to stockholders by way of a 
10 per cent. dividend, and £98,970, the 
balance of the profit, to the govern- 
ment in terms of Section 11 (1) of the 
Currency and Banking Act. 


BarcLays Banx.—On the instructions 
of his medical advisers that he should 
curtail his business activities, Herbert 
Leslie Melville Tritton, chairman of 
Barclays Bank (Dominion, Colonial 
and Overseas), London, has resigned 
the chairmanship of that bank, but will 
remain a director and a member of the 
London Committee. In place of Mr. 
Tritton, the bank has elected Sir John 
Caulcutt, K.C.M.G., formerly deputy 
chairman, as chairman, and William 
Macnamara Goodenough, deputy chair- 
man of Barclays Bank Limited, has been 
elected to be also deputy chairman of 
Barclays Bank (Dominion, Colonial 
and Overseas). 


CENTRAL HANOVER BANK AND TRUST 
Company, New YorkK.—An application 
has been filed with the banking depart- 
ment of the state of New York for per- 
mission to open and maintain a branch 
office at No. 7 Princess Street, in the 
city of London, England, on or before 
March 1, 1938. 
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Current Conditions 


The Monthly Letter of the Bank of 
Montreal dated October 22 comments 
on the Canadian situation as follows: 


Business conditions in the past month 
have been somewhat disturbed as a result 
of sharp declines in international security 
markets. So far as Canada is concerned 
this movement has developed in the face 
of improving trade and of maintained in- 
dustrial activity as attested by official statis- 
tics and reports of private companies. 
Apart from the serious reduction in this 
year’s wheat output, the basic industries of 
the Dominion have been. doing well, al- 
though there are now some indications of 
a possible lessening in demand for certain 
exportable commodities that are affected 
by developments in the United States, the 
Far East and in Europe, and by higher 
shipping costs. 

Figures available at the close of the 
summer tourist season indicate that tour- 
ist traffic has brought greater stimulus to 
Canadian business than in any year since 
1929. For the first eight months of the 
year 3,185,748 foreign automobiles, nearly 
all from the United States, entered Canada, 


in Canada 


being an increase of 14 per cent. as com- 
pared with the figure for the parallel period 
of 1936, while the number of visitors enter- 
ing, roughly thirteen millions, was up by 
144 per cent. Moreover, there is evidence 
that many of these visitors stayed for 
longer periods than in previous years, and 
it is therefore provisionally calculated that 
the value of the tourist traffic to Canadian 
business has so far this year been about 
18 per cent. greater than in 1936. In On- 
tario the tourist traffic is estimated to 
have been 40 per cent. greater than in 
1936, or about equal to that of 1929. Quebec 
Province had a very active tourist season. 
In. the Maritime Provinces the volume of 
tourist traffic was generally satisfactory, 
although some districts report a falling off 
owing to road construction. In the Prairie 
Provinces the volume showed a slight in- 
crease as compared with last year, while 
British Columbia reports that the traffic 
reached the highest point since 1929, ex- 
penditures being estimated at $32,000,000, 
a gain of 24 per cent. over last year. 

In the industrial field as a whole there 
has been a continuance of the marked ac- 
tivity which has been apparent throughout 


439 





AAO 


the year. The steel industry ‘has been 
showing increased activity, the last official 
returns, those for August, showing a pro- 
duction of 126,695 tons of steel ingots and 
direct steel castings, an increase of 58 per 
cent. as compared with August, 1936, and 
a gain of 3 per cent. over the July output. 
The nine-month production of 1,077,462 
tons was 32 per cent. above the output for 
the same period last year and 66 per cent. 
above that of the first nine months of 1935. 
Production in newsprint has continued at a 
high level, the September output of 312,- 
351 tons being only slightly less than that 
of August and 16.1 per cent. higher than 
the total for September, 1936. Canadian 
mills produced 2,729,089 tons in the nine 
months ending September, an increase of 
426,784 tons or 18.5 per cent. over 1936. 
Production is now slowing up somewhat, a 
number of the mills having adopted a five- 
day week. The gain in nickel production 
in the first seven months of 1937 was nearly 
33 per cent. and that of copper nearly 22 
per cent. over 1936. Silver production in 
the seven months was up 15.9 per cent. and 
the output of gold up to the end of July 
rose from 2,096,815 ounces to 2,320,725 
ounces. More new motor vehicles were 
bought in the first eight months of 1937 
than during the entire twelve months of 
1936, and the output of metor vehicles 
in the eight months ending August showed 
a gain of 30 per cent. Electric power 
consumption in August was the largest on 
record. Aggregate railway loadings con- 
tinue well in advance of those for 1936. 


As reported by the Monthly Com- 
mercial Letter of the Canadian Bank 
of Commerce for October, industrial ac- 
tivity was well maintained in Septem- 
ber at about the high post-depression 
level “established earlier in the year. 
This stability in the face of some un- 
favorable elements — devastating 
drought over half of the western grain 
belt, uncertain export trade prospects 
for some industries, incipient labor 
troubles and unseasonable late summer 
weather adversely affecting domestic 
trade—is, perhaps, the best testimonial 
of the strength of the recovery process 
in this country. Our records for the 
past month or so disclose recession in 
certain industrial groups. Thus, some 
units of the textile trades have experi- 
enced less favorable conditions than 
formerly, and we note that several mills 
have operated at a slower pace than a 
year ago. The recent difficulties en- 
countered by lumbermen in the way of 
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soaring ocean transportation _ rates, 
more intensive competition and_ the 
Japanese blockade of China are now 
reflected in British Columbia, where 
the lumber cut during July and August 
declined below that of the early sum- 
mer period. 

“These downward movements have, 
however, been fully offset by greater 
activity in other directions, notably a 
further rise in the production of heavy 
industrial goods, continued expansion 
in mining and metallurgy (these im- 
portant branches of the national econ- 
omy have recently increased their op- 
erations by nearly 15 per cent. over 
those of last year) and exceptional 
progress in construction. This last de- 
velopment is, in fact, the most out- 
standing of this year’s business record. 
While construction contracts awarded 
in September were slightly lower than 
in August, they were higher than for 
any September since 1931. Residential 
contracts showed little change, while 
those for business buildings declined. 
An exceptional rise occurred in indus- 
trial contracts, owing to a single large 
undertaking, which nearly offset a sharp 
decline in engineering, chiefly road 
building. The total value of contracts 
awarded during the first nine months 
of the current year was 40 per cent. 
higher than a year ago, while the value 
of the work contracted for, but un- 
finished at the present time, is estimated 
to be 47 per cent. higher. Construction 
costs have been about 744 per cent. 
above those of last year, and on this 
basis it is calculated that the volume of 
construction in progress at the present 
time is 37 per cent. greater. 


“Another favorable development, and 
one that may be counted upon as & 
strong sustaining force of industry in 
general, is a production schedule of the 
automobile trades on a higher scale 
than that planned for the autumn of last 
year. This results not only from a 
greater prospective demand for motor 
vehicles, but also from the enterprising 
extension of productive facilities 
further efforts to smooth out operations 
throughout the year and so avoid, as 
much as possible, the great seasonal 
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production peaks and depressions for- 
merly characteristic of automobile man- 
ufacture. Although production in large 
volume of new model motor cars and 
trucks is still a few weeks distant, or- 
ders for materials and parts have al- 
ready been awarded on a substantially 
larger scale than a year ago, and the 
recipients, who number in the hundreds, 
have been busier than in any corre- 
sponding period since 1929.” 

This publication estimates the 1937 
wheat crop at 188,101,000 bushels, 
against 229,218,000 bushels in 1936, 
and an average of 379,079,000 1926-35. 


© 
BANKERS AND LAWYERS 


FOLLOWING is a code of ethics adopted 
by the Pennsylvania Bankers Associa- 
tion covering relations with the bar: 


I. A bank or trust company should 
not draft or prepare for another a deed 
of trust or mortgage to secure an issue 
of bonds. 

Il. A bank or trust company should 
not draft or prepare for another wills, 
agreement of sale, deeds or contracts 
or any papers or documents for use in 
court proceedings except when reason- 
able inquiry discloses that such party 
so requesting the same does not have 
an attorney, or except such drafting or 
preparation be at the request of and 
for approval by the attorney of such 
requesting party or interested estate. 

III. A bank or trust company should 
not in any manner advertise that it will, 
without the services of an attorney, pre- 
pare or draw up any of the above men- 
tioned documents or papers or other- 
wise represent an estate. 

IV. A bank or trust company should 
not appear in person or of record in 
any court in any proceedings without 
representation by counsel. 

V. A bank or trust company should 
not favor its regular counsel in the mat- 
ter of the employment of attorneys for 
interests or estates employing such bank 
or trust company to the exclusion of 
counsel previously consulted or em- 
ployed, or unduly favor its regular 


counsel in the matter of advising others 
in the employment of counsel. 

VI. A bank or trust company should 
never advise a customer to leave coun- 
sel already retained or dissuade a client 
from employing counsel already decided 
upon, unless the bank or trust company 
has valid reasons for believing that the 
particular attorney is not competent 
skillfully or honestly to execute the par- 
ticular matter, but a bank or trust com- 
pany may and should assist and advise 
its customers and persons for whom it 
acts in the matter of selecting counsel 
in cases where no counsel has already 
been retained. 


“ARE WE TAX-CONSCIOUS?” 


AN employe house organ published by 
the Bridgeport-City Trust Company, 
Bridgeport, Conn., asks this question 
and supplies the answer by listing the 
following taxes which it has to pay: 


Federal Income Tax: 
15 per cent. on the bank’s net taxable 
income. 
State Income Tax: 
2 per cent. on the bank’s net taxable 
income without any allowance for 
interest paid or elimination on Gov- 
ernment securities. 
Federal Capital Stock Tax: ; 
$1 per thousand of the adjusted de- 
clared value of the capital stock. 
Federal Deposit Insurance Assessment: 
1/12 of 1 per cent. of our total de- 
posit liability. 
Real Estate Tax: 
28.6 mills on the bank building and 
all real estate owned by the> bank. 
Furniture and Fixtures Tax: 
28.6 mills on the depreciated book 
value of all furniture and fixtures. 
Federal Retirement Income Tax (Social 
Security) : 
1 per cent. of all salaries paid up to 
$3000 per person. 
Federal Unemployment Insurance (So- 
cial Security) : 
2/10 of 1 per cent. of all salaries 
paid. 
State Unemployment Tax: 
18/10 per cent. of all salaries paid. 





ADVERTISING AND PUBLIC RELATIONS 
Edited by Malcolm Davis 


Co-operative Campaign Sells Philadelphia Homes 


N February, 1937, an advertising 
campaign sponsored by the Phila- 
delphia Real Estate Board was 

launched to stimulate the interest of 
Philadelphia citizens in home owner- 
ship. The expenses of conducting this 
“Forward Philadelphia” movement 
were shared by a group of leading 
banks, savings fund societies, trust 
companies, building and loan associa- 
tions, industrial and civic leaders. Out 
of forty-nine sponsors, twenty-two were 
financial institutions. 

As a result of this effort there has 
been an increased demand for homes, 
both new and old. Occupancy is now 
practically at a housing famine level. 
Rents have advanced to a point where 
landlords are now beginning to receive 
a more equitable return on their invest- 
ment. Commercial occupancy and the 
sale of apartments are on the increase. 
Residential lots are being purchased 
for future building. New construction, 
worth millions of dollars, is under way. 

For the first three months of the cam- 
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paign, construction permits numbered 
2200 against 940 for the same period 
the previous year—an increase of 134 
per cent. The expenditure involved in 
the 2200 permits totalled $10,889,000 
as against $3,545,000. Real estate sales 
during the period of the campaign in- 
creased 18 per cent. as compared with 
the same period of the previous year. 
The total number of sales were 8827 
against 7474 for the previous period. 
Philadelphia is widely known as 
“The City of Homes.” The Forward 
Philadelphia Campaign capitalized on 
Philadelphians’ desire for home owner- 
ship. It dramatized the advantages of 
such ownership and the upward trend 
in the real estate market. This com- 
bination of appeals helped the market 
pick up momentum much sooner than 
it would have in the natural course of 
events and also helped restore the 
morale of small as well as large in- 
vestors in real estate. In comparison 
to the benefits resulting from this pro- 
motional activity the cost was trifling. 
The campaign was created and con- 
ducted by the Philadelphia office of 
Erwin, Wasey & Company, Inc. In view 
of the results obtained it is worth in- 
quiring into the technique and scope 
of the various appeals used and their 
presentation to Philadelphia citizens. 
Newspaper advertising was the back- 
bone. A series of eight advertisements 
were run in local papers. In addition 
to American papers, the ads were car- 
ried in Italian, Polish, Hebraic, Ger- 
man and Russian newspapers. Each ad 
offered free copies of a booklet entitled 
“How to Become a Home Owner.” 
More than 84,000 booklets were dis- 
tributed. 
Newspaper publicity also played its 
part. Sample headlines carried in the 
papers were: 
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“Urges Home Ownership in Educa- 
tion Campaign.” 

“Report City Faces Housing Short- 
age.” 

*“Home Ownership a Healthy Sign.” 

“50,000 Dwellings Needed Here, 


Committee Reports.” 


The campaign got off to a running 
start by tying in with the National 
Home Show, sponsored by the Philadel- 
phia Real Estate Board, and held in 
Philadelphia’s Convention Hall during 
February 13-20. There, actual size 
model homes displayed advanced de- 
velopments in home appliances, equip- 
ment and furnishings, providing a visual 
backdrop to the word pictures drawn 
by the advertisements. Financial insti- 
tutions were represented, offering spe- 
cific information and advice on how to 
finance a home. Exhibits by the city, 
the state, and by manufacturers were 
supplemented by an educational exhibit 
directed by the Federal Housing Ad- 
ministration. 

The newspaper advertisements were 
not the typical real estate ads—instead, 


they were designed and illustrated in 
a very humanly way to appeal to the 
senses or emotions of the reader—‘“the 
pride of ownership”—“the love of home 


and family.” One (see cut) was that 
of a baby, with the heading “Born 
Lucky.” The layout in each ad was 
similar—illustration and heading gain- 
ing reader attention; copy beneath il- 
lustration swung attention to right- 
hand column and stressed the theme 
that buying now on easy payments 
would forestall rising rental costs. 
Other faces and other headings of 
the Forward Philadelphia advertise- 
ments were: a laughing schoolboy 
boasting, “My Dad Owns Our Home”; 
a smiling housewife saying, “MY Hus- 
band Bought Us a Home of Our Own”; 
a school girl in a swing who through 
heading and sub-head has “A Song in 
Her Heart” because her dad bought 
their home “Where a girl can be proud 
to entertain her friends and (some day 
soon) the Boy she loves”; a very eld- 
erly couple telling the world about 
their “GOLDEN WEDDING,” the 
“Fifty Happy Golden Years in a Home 
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They’ve Always Owned”; the driver of 
a delivery truck who proudly states, 
“My Home May Be Small .. . But I 
Own It,” and the newlyweds who are 
to “Live Happily Ever After” because 
the bridegroom bought a home of their 
own when the girl said yes. 

Reader attention, then, was first cap- 
tivated by illustration and heading. 
Copy under illustration led the atten- 
tion to the column at the right of each 
ad. This column’s head and sub-head 
ran without change. “READ WHY” 
(the heading) “it is so easy and wise 
to buy a home in Philadelphia right 
now!” (the sub-head). 

From six to seven reasons why homes 
should be bought were listed in the 
right column. These were often re- 
phrased, or reworded, and while the 
points brought out were essentially the 
same, the writing gave them a new 
freshness with each appearance. Indic- 
ative of the “reasons-why” were: 


1. With living costs and rents on the 
way up, owning your own home is in- 
surance against rent increases. You're 
your own landlord. 

2. Since 1929 more than 12,000 
Philadelphia houses have been demol- 
ished. New building has not kept pace. 
A home shortage is inevitable. NOW 
is the time to buy. 

3. There are always opportunities for 
the family determined to own a home. 
But the opportunity to purchase at ad- 
vantageous prices does not always exist. 

4. It is easy to acquire a home RIGHT 
NOW. Mortgage money is obtainable 
on advantageous terms by responsible 
home buyers from Financial Institu- 
tions, Insurance Companies, Saving 
Fund Societies and Building and Loan 
Associations. 

5. A home is not merely a piece of 
real property. It represents a form of 
security having social and’ moral as 
well as financial and physical at- 
tributes. 

6. Philadelphia’: is known through- 
out the nation as The City of Homes. 
There is no finer. city, anywhere, in 
which to own a_ house. “Good  gov- 
ernment, excellent schools and the: best 
city transportation system in’ the coun- 





9 6 OE lS Sk OTD be 


ALL THE BANKERS MAGAZINE 


try are here. There is no doubt of it 
—Philadelphia is a fine place to live 
and finer still if you live in a house 
of your own. 

Paralleling each theme in the various 
newspaper advertisements were card 
posters displayed in Philadelphia’s 
trolley cars and busses—the majority 
of the city’s passengers being carried 
in these forms of transportation. 

The campaign was further merchan- 
dised by direct mail advertising. Sev- 
eral thousand letters were mailed to 
Philadelphia’s industrial firms, realtors 
and building and loan associations, ex- 
plaining the campaign’s objectives and 
soliciting their codperation. 

These letters requested that the re- 
cipients display proofs of the newspaper 
advertisements in their offices and win- 


dows, and offered a supply of the book- 


lets on how to own a home, for dis- 
tribution to customers. and employes. 

Other cities having a real estate prob- 
lem on their hands might well take a 
tip from this work accomplished by the 
Philadelphia Real Estate Board and its 
contributing sponsors. This campaign 
proved that people can be stimulated so 
that their passive desire for home own- 
ership becomes an active one. Real 
estate boards, banks and trust com- 
panies, business interests and individ- 
uals in other cities all have a big stake 
in real estate, both financially and 
morally. It is their job to find homes 
for Mr. and Mrs. America and their 
families. For a well-fed, well-clothed, 
and above all, a well-housed America 
does not offer a very fertile field for 
the “isms” that are running rampant 
throughout the rest of the world today. 


How Banks Are Advertising 


Location 


“WHETHER You Are at the Hub or the 
Rim” heads the first ad in a new series 
by The Cleveland Trust Company, 
Cleveland, Ohio. The theme is con- 
venience of location of the bank’s main 


office and its 52 branches. This first 
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ad talks about the main office and says 
in part: 

The hub of the Cleveland Trust wheel 
is here. Notes, letters of credit, trade ac- 
ceptances, export and import transactions, 
pass swiftly through experienced hands. 
Men and women quickly transact business. 
in savings, checking, loan, trust, safe de- 
posit, foreign banking and mortgage de- 
partments, marking their financial progress 
by the increasing use and number of those 
departments required for their growing 


property. 


The second and third of this series. 
call attention to two of the bank's 
branches. Number two (see illustration) 
talks of the Terminal Office—number 
three of the three offices in the Collin- 
wood neighborhood. A more modern 
trend in advertising layout is distinctly 
apparent in the series, the sharply con- 
trasting black and white sketches being 
done in an impressionistic manner. 
Copy pays respects to the business im- 
portance of the neighborhood in whieh 
the branch is located and presents the 
completeness of banking facilities there 
available. 

In each advertisement a sectional map 
in outline indicates the location of the 
office discussed. Signature remains 
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same, and so does the box, to right of 
signature, listing all 53 Cleveland Trust 
offices. 


World’s Fair 


Tue New York World’s Fair 1939, 
Inc., at 350 Fifth Avenue, New York 
City, has prepared a plan to assist 
banks in initiating savings clubs so that 
people will be encouraged to accumu- 
late funds thus enabling them to enjoy 
the Fair when it is under way. 


A comprehensive booklet has been 
prepared by the Fair’s management ex- 
plaining how such clubs may be set in 
operation and presenting forms and 
passbooks that may be used. The Fair 
is prepared to supply these forms at 
cost although any bank wishing to use 
its own forms is, of course, entirely at 
liberty to do so. 


The club deposits can be used for 
other purposes than a visit to the Fair 
if the depositor wishes, but the Fair 
Corporation will give this plan pub- 
licity and will be glad to furnish an 
attractive poster for lobby display and 
a mat of the central building of the 
Fair. Banks in twenty-one states have 
already made inquiries concerning the 
plan and many propose to promote a 
New York World’s Fair Savings Club 
in connection with travel and vacation 
clubs already in operation. 

Inasmuch as the Fair will be a sub- 
ject of increasing public interest, such 
savings clubs should not only stimulate 
the accumulation of funds but also en- 
courage the spending of those funds 
for a worthy and interesting purpose. 
Copies of the booklet “New York 
World’s Fair 1939 Savings Clubs” can 
be obtained by writing this department, 
or by addressing Miss Elizabeth Jor- 
zick who is in charge of the savings 
club plan at the Fair’s headquarters. 


Banking and Selling 


Tue Detroit Bank, Detroit, Mich., pub- 
lishes a monthly magazine called “The 
Teller” for the benefit of its employes. 
Since 1934, Joseph M. Dodge, the 
bank’s president, has been writing a 
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series of thirty-five articles appearing 
regularly in this magazine on the sub- 
ject “Banking as a Business.” The last 
nineteen of these editorials have been 
specifically on “Banking and Selling.” 
These nineteen articles have now been 
issued in booklet form and cover the 
field of sales relationship between bank 
employes and the public. A quick 
glance at the contents page indicates 
the comprehensiveness of the material 
covered. Anyone interested in this all 
important subject would benefit by se- 
curing a copy of this booklet from the 
bank so as to see how Mr. Dodge pre- 
sented salesmanship in banking to his 
employes. The following list of titles 
to the booklet’s articles will give you 
an idea of its thorough treatment: 
Selling Is Necessary; Selling in Bank- 
ing; Salesmanship; Selling Your Busi- 
ness; Never Miss a Chance; The Public 
Hires and Fires. Other articles classi- 
fied under a “What to Sell” heading 
were: Courtesy and Helpfulness; Quick- 
ness and Accuracy; Safety; History; 
Management; Assets; Federal Reserve 
System; Federal Deposit Insurance; 
Convenience; Credit; and Your Atti- 
tude. 


I Need $50 


THE above headed one of the advertise- 
ments supplied, without charge, by the 
Wisconsin Bankers Association to its 
members. These advertisements, of 
course, are intended primarily for mem- 
bers who do not employ regular adver- 
tising talent or purchase advertising 
material. Following the heading, in 
italics, was: 


“My car was damaged over the 
week-end. I have no bank account and 
my credit isn’t any good. I don’t know 
where to go, but I need $50—and I 
need it in a hurry.” 


The moral of this individual’s finan- 
cial plight lay in the next and final 
paragraph: 

“These were the man’s exact words. 
The story is true.’ He wouldn’t be in 
such a tough spot if he had a bank 
account. Have you?” 
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Story of a Bank 


ScENEsS and characters of Newark, N. J., 
125 years ago were depicted in a his- 
tory published by the National State 
Bank of that city and distributed to 
customers and friends as part of the 
bank’s commemoration of its 125th 
anniversary. The book, printed by 
The Osborne Company, is on white 
parchment with a blue and gray mo- 
rocco leather binding stamped with 
gold. The blue marginal sketches 
throughout its pages spotlight the text 
in a most attractive manner. 


A tremendous amount of research 
work went into the book’s preparation 
so as to make the historical progress 
of the city and the bank authentic in 
every detail. The volume is further il- 
lustrated with old drawings, prints and 
maps that have figured in the earlier 
days of the city and state. This his- 
tory is “the story of a bank, of the 
community and of distinguished men 
who have helped develop both bank and 
community.” It tells of contributions 
to the welfare of the city and state by 


those who developed the bank through- 
out its lifetime. 


Some of the bank’s founders estab- 
lished major New Jersey industries 
while others were important in public 
life. The personalities and accomplish- 
ments of these individuals were woven 
into the historical narration of the 
bank’s growth and progress. 


Under Three Flags 


A MOTION picture film with this title 
was sponsored by The Morris Plan 
Bank of Virginia as a complimentary 
feature of Richmond’s current 200th 
anniversary celebration. Photographed 
in beautiful natural color on 16 m.m. 
film, it portrays the commercial, : his- 
toric and cultural aspect of Virginia’s 
capital city and is expected to find tre- 
mendous local interest by virtue of its 
value as a medium of both entertain- 
ment and education. 

The premiere showing of this film 
was held on September 20 in the audi- 
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torium of the Virginia Museum of Fine 
Arts at Richmond under the joint aus- 
pices of the bank and the State of Vir- 
ginia’s Commission on Conservation 
and Development. Following this pri- 
vate showing, the film was released on 
free loan to local and national organ- 
izations for group showings throughout 
the state. 


Press Relations 


THE subject of press contacts for in- 
dividual banks and methods by which 
they are handled by bank officers in 
charge of. publicity for banking institu- 
tions, are presented in detail in a book- 
let issued by the publicity committee 
of the American Bankers Association as 
study No. 3 in its recently established 
series “Public Relations for Banks.” 
The foreword of this booklet says: 


Previous studies in this series on Pub- 
lic Relations for Banks have dealt with 
some of the more general and fundamental 
aspects of the many-sided problem of pro- 
moting public understanding and good-will 
in regard to banking as a whole. The 
present study is confined to the special sub- 
ject of press relations for individual banks 
and methods by which a favorable and con- 
structive tone can be fostered in news items 
and editorial comment relating to them. 

News about particular banks, or contain- 
ing allusions to them by name range all 
the way from the more important business 
reviews and economic discussions sponsored 
by great, nationally known metropolitan 
banking institutions, as printed in the big 
city dailies and carried in the press asso- 
ciation dispatches, down to more modest 
local items about a small bank or personal 
mention of one of its officers. They all, 
even some apparently trivial items, have 
the value of familiarizing the public with 
banks, their viewpoints and their participa- 
tion in daily affairs, and therefore play a 
part in the general question of their public 
relations problem. 


The material in this booklet consists in 
the main of actual daily experiences as re- 
ported by officers in charge of press con- 
tacts for banks in many parts of the coun- 
try and in both large and small places. 
While it does not develop any new prin- 
ciples in publicity it answers one of the 
purposes of this series, which is to serve 
as a medium of interchange of views and 
experiences among those engaged in the 
public relations phase of bank management 
and will be found interesting chiefly te 
them. : 
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Loaning Money 


JustLy famed for snappy, pointed bank 
copy and for advanced modern layout 


STANDS FOR AMPLE 
FuUnDS (MONEY) 


FOR ANY OFFICE OF 
CALIFORNIA BANK 


IF YOU NEED MONEY, IN- 
QUIRE ABOUT A LOAN AT 


MEMBER FEDERAL RESERVE SYSTEM AND F-D-I-C 


technique is the California Bank in Los 


Angeles. Note accompanying illustra- 
tion of a recent California Bank ad. 


Drop Deposit Service 


A NUMBER of banks have established a 
service whereby depositors no longer 
need wait in line during rush hours. 
Among these is now the Marshall & 
Ilsley Bank of Milwaukee, Wis. In a 
folder explaining this service to the 


public the bank tells “How It Works”: 


Drop Deposit Service differs from the 
usual deposit only in so far as it enables 
you to make your deposit without waiting. 
We provide a special “Drop Deposit. Serv- 
ice” envelope ...a combination deposit 
slip and acknowledgment of your deposit. 

The deposit slip on the inside of the en- 
velope is made out in the usual manner. 
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Your checks, properly endorsed, are en- 
closed in the pocket of the envelope. Your 
name and address are written on the out- 
side in the space provided, and the envelope 
left at the window in the bank, marked 
“Drop Deposit Service.” Your deposit will 
be credited to your account the same day 
and the acknowledgment will be mailed to 
you. 

Drop Deposit Service will be particu- 
larly appreciated by those who do not care 
to wait for a receiving teller during rush 
periods at the bank . . . when your time as 
well as parking time is limited.... / Ask 
any bank officer about “Drop Deposit 
Service” and secure a supply of the neces- 
sary envelopes. 


Coal 


THE Birmingham Trust and Savings 
Company, of Birmingham, Alabama, 
has for some time been conducting a 
series of advertisements “relative to the 
basic industries of Alabama.” The 
series is an excellent example of this 
type of advertising which identifies the 
bank with leading industries and pays 
tribute to those industries by demon- 
strating the scope of their relationship 
with public welfare. The advertisement 
under discussion tells of the contribu- 
tion coal has made towards the state’s 
progress. 

In Alabama some 23,000 men are 
provided jobs with a daily payroll ap- 
proximating $100,000 a day. Each 
year the coal industry spends $7,000,- 
000 for mine supplies. In addition the 
ad presents a list of agricultural prod- 
ucts annually purchased, with an 
itemization of the amount spent for 
each item, the total amounting to more 
than $3,000,000. These products in- 
clude: butter and creamery products; 
meats and cattle; hogs; eggs; preserves 
and pickles; peanut butter; canned 
goods; hay; corn; turkeys and poul- 
try; vegetables, and milk. 

Illustration is a black and white 
sketch showing surface machinery load- 
ing coal cars, and the main heading is 
that which runs through the series, 


“Men and Business Find Success in 
Alabama.” 
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ANOTHER DEPRESSION NOT IN 
SIGHT 


Ir does not seem probable that the de- 
clines in business activity which are 
now under way will develop into a real 
depression. Business men are anxiously 
wondering whether a slowing down of 
such proportions as to constitute a new 
depression may not be on its way, for 
they are naturally alarmed by the 
severity of the recent declines in secu- 
rity prices. The chief reason why their 
fears are probably unfounded is that 
we have not yet made a full recovery 
from the old depression. 

The long history of recoveries from 
depressions has given us the unvary- 
ing rule that prosperity conditions are 
regained before a new depression be- 
gins. In the rest of the world, as in 
America, the long recovery from the 
great depression has been stimulated 
by exceptional expenditures of public 
funds. Such spending is in nature in- 
flationary, and might be expected to 
generate business booms. That has not 
happened either abroad or here, for 
business has been so restrained by fear 
that it has avoided booms of produc- 
tion or speculation. 

As far back as our American records 
run the per capita volume of industrial 
production has always risen to new high 
levels in each recovery period before a 
following depression has got under way. 
This unvarying characteristic of earlier 
business cycles is of special interest at 
the present time when many anxious 
business men are wondering whether 
the recent decline in stock prices may 
not be a warning signal that we are 
about to experience a new depression. 

In 1937 the per capita volume of 
production is still about 17 per cent. 
below the last high point reached in 
1929. If the old rule is to remain in 
effect no real depression should develop 
in the near future, and we ought not to 
expect one until after production has 
risen to distinctly higher levels than it 


has as yet in this recovery. The records 
of the long history of the behavior of 
production in the business cycles of the 
past are entitled to a good deal of re- 
spect, for they are the products of 
fundamentally important conditions af- 
fecting changes in the standards of liv- 
ing of millions of people—Col. Leon- 
ard P. Ayres, vice-president, Cleveland 
Trust Company. 
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GOVERNMENT CONTROL OF 
BANKING 


WitnHout laying any claims to pro- 
phetic powers, many things are stirring 
under the scenes in ‘Washington that 
can be discerned. Those in command 
are not satisfied with the banking 
structure as it exists today. Many feel 
that the main objective of financial con- 
trol in the new scheme of things is the 
control of use to which funds are put. 
Shadows of coming events indicate that 
all financial agencies by whatever name 
they are called must be eventually 
brought within the scope of Federal 
authority in order to bring about a 
more perfect monetary mechanism. 
As we talk, and this may now be de- 
nied, legislation is in the making to 
perfect into one unified banking sys- 
tem all commercial institutions. It is 
the present purpose to place you all 
under one chartering, one examining, 
one regulatory and for all intents and 
purposes, one insuring authority. 
Besides unification added controls 
no doubt will be asked, in what may 
come to be known as the Banking Act 
of 1938, giving the reserve board broad 
authority over reserves, loan and in- 
vestment and possibly interest policies. 
There is also certain to be present some 
provision to afford banking facilities to 
bankless communities—and even pet- 
chance a branch banking proposal.— 
Charles H. Mann in an address to Wis- 


consin bankers. 
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Convention Dates 


STATE AND SECTIONAL 
November 4-5—Nebraska Bankers As- 


sociation. Hotel Cornhusker, Lin- 
coln. 

November 11-12—New Jersey mid-year 
meeting, Hotel Berkley-Carteret, As- 
bury Park. 

November 16-18—Florida Bankers As- 


sociation. Tallahassee. 
GENERAL 


November 3-5—National Foreign Trade 
Convention. Cleveland, Ohio. 

November 3-7—Investment Bankers As- 
sociation. Greenbrier Hotel, White 
Sulphur Springs, W. Va. 

December 27-30—American Accounting 
Association. Atlantic City, N. J. 

December 28-30—American Economic 
Association. Atlantic City, N. J. 


1938 


May 5-6—Oklahoma Bankers Associa- 
tion. Tulsa. 

May. 9-11—Missouri Bankers Associa- 
tion. Place not yet decided. 

May 12-13—Kansas Bankers Associa- 
tion. Hutchinson. 

May 17-19—Texas Bankers Association. 
Fort Worth. 

May 25-26—Indiana Bankers Associa- 
tion. French Lick Springs Hotel, 
French Lick. 

June 2-3—South Dakota Bankers Asso- 
ciation. Huron. 

June 6-8—Iowa Bankers Association. 
Place not yet determined. 

June 6-10—American Institute of Bank- 
ing. Louisville, Ky. 

June 9-11—District of Columbia Bank- 
ers Association. The Homestead, 
Hot Springs, Va. 

June 16-18—Virginia Bankers Associa- 


- The Homestead, Hot Springs, 
a. 


June 23-25—West Virginia Bankers 
Association. Greenbrier Hotel, White 
Sulphur Springs, W. Va. 

July 11-15—North Carolina Bankers 
Conference, University of North 


Carolina, Chapel Hill, N. C. 


Associations 


q At the fifteenth annual convention of 
the Association of Bank Women which 
was held in Boston October 8 to 12 the 
following officers were elected and in- 
ducted into office at the annual dinner 
held on October 12: 

President: Miss Anne Houstoun Sad- 
ler, assistant secretary, Bank of the 
Manhattan Company, New York; vice- 
president: Miss Mabel D. Robson, man- 
ager women’s department, First Na- 
tional Bank, Atlanta, Ga.; recording 
secretary: Miss Lillian M. Russ, assist- 
ant trust officer, Troy Trust Company, 
Troy, N. Y.; corresponding secretary: 
Miss Mabel F. Thompson, director 
service department, Union Dime Sav- 
ings Bank, New York, N. Y.; treasurer: 
Miss Mary E. Gillen, manager women’s 
department, Chase National Bank, New 
York, N. Y. 

Each division is presided over by a 
regional vice-president to which office 
the following were elected: 

New England: Miss Ethel T. Gam- 
mons, assistant secretary, Newton Trust 
Company, West Newton, Mass.; Middle 
Atlantic: Miss Catherine S. Pepper, 
National City Bank of New York, New 
York, N. Y.; Southern: Miss Herriet 
McSwean, manager, savings department, 
City National Bank, Selma, Ala.; Mid- 
West: Mrs. Mary L. Bridwell, director, 
women’s bank service, lowa-Des Moines 
National Bank and Trust Company, 
Des Moines, Iowa; Lake: Miss Gertrude 
M. Jacobs, assistant cashier, Marshall & 
Ilsley Bank, Milwaukee, Wis.; South- 
West: Miss Leota Branun, assistant 
cashier, Mercantile National. Bank, Dal- 
las, Tex.; Western: Miss Mildred Rob- 
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erts, assistant cashier, Citizens National 
Trust and Savings Bank, Los Angeles, 
Calif.; North-West: Miss Bertha P. 
Singer, manager, women’s department, 
First National Bank, Portland, Oregon. 

Miss Anne Houston Sadler, who was 
re-elected president after serving one 
term, entered the banking field just 
eleven years ago, starting in the trust 
department of the National Bank of 
Commerce, New York. In 1929 she be- 
- came affiliated with the Bank of the 
Manhattan Company as assistant trust 
officer and later was promoted to the 
rank of trust officer. She is now en- 
gaged in the commercial end of the 
bank as an officer at the branch of the 
Manhattan Company on Madison Ave- 
nue and 64th Street. Her title is that 
of assistant secretary. Miss Sadler is 
instructor of banking in several New 
York schools; is a member of the 
Women’s Arbitration Council;  vice- 
president, a member of the board of 
directors and a member of the finance 
committee of the Women’s City Club 
of New York; treasurer of the World’s 
Centre for Women’s Archives and a 
member of the Women’s Committee of 
the World’s Fair of 1939, New York. 

Miss Mary Gillen, the new treasurer, 
possesses a practical banking — back- 
ground gained from her training in 
several financial organizations, begin- 
ning in the Bankers Trust Company, 
New York. Miss Gillen has been with 
The Chase National Bank, New York, 
and its affiliates, since 1925. She was 
appointed manager of the women’s de- 
partment of the Seaboard National and 
following the Seaboard-Equitable mer- 
ger, and subsequent Chase-Equitable 
merger, has continued as manager of 
the women’s department of the Forty- 
fifth Street Branch. During her mem- 
bership with the Association of Bank 
Women she has served as a member of 
the exchange, membership, nominating 
and executive committees. 


With a background of teaching and 
personnel work and experience in the 
commercial banking field, Miss Mabel 
Thompson, new corresponding secre- 
tary, came to the Union Dime Savings 
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Bank, New York, in 1924 to organize 
the service department. She is a mem- 
ber and former secretary of the New 
York Financial Advertisers; a member 
and for one year chairman of the pro- 
gram committee of the .Savings. Bank 
Women of the Metropolitan Area; 
member of the Zonta Club of New 
York, and Oberlin Women’s Club of 
New York. Miss Thompson has con- 
tributed articles on banking subjects to 
leading financial magazines and 
periodicals. 

At the annual dinner which con- 
cluded the convention, Miss Clara E. 
Gauntz, assistant cashier of the Second 
National Bank of Meyersdale, Pa., was 
announced as winner of the Jean Arnot 
Reid Award. 

In making the announcement, Miss 
Anne Houstoun Sadler, president of the 
Association of Bank ‘Women, said: 
“Miss Gauntz was graduated from the 
Johnstown (Pa.) Chapter of the Ameri- 
can Institute of Banking, Class of 
1937. She has been with her bank for 
the past ten years as general book- 
keeper and teller, then as manager of 
the bond department, and early this 
year she was elected assistant cashier. 
Miss Gauntz has the reputation among 
friends and fellow workers of possess- 
ing unusual ability. Her personality 
and attainments are such that the Asso- 
ciation of Bank Women is happy to 
have her as the first recipient of this 
award,” 

The Jean Arnot Reid Award was es- 
tablished in 1936 by the Association of 
Bank Women in honor of Miss Jean 
Reid, one of the founders of the asso- 
ciation. Miss Reid had recently retired 
from banking, and prior to this was 
assistant treasurer of the Bankers Trust 
Company of New York. 

The award is to be given annually 
to a woman graduate of the American 
Institute of Banking selected as “fitted 
through the integrity of her character 
and the efficiency of her work to repre- 
sent women in banking.” This year the 
candidates for the award were restricted 
to graduates of the A. I. B. Chapters 
of the Middle Atlantic States. 
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‘ An “impartial and scientific study of 
American banking, credit and other 
financial problems” has: been announced 
by Robert Strickland, president of the 
Association of Reserve City Bankers. 

A board of trustees, composed. of nine 
bankers from all sections of the coun- 
try, has been appointed to put this plan 
into operation. This board is made up 
as follows: Winthrop W. Aldrich, 
chairman, board of directors, Chase Na- 
tional Bank, New York; Carl W. Allen- 
doerfer, vice-president, First National 
Bank, Kansas City; Edward E. Brown, 
president, First National Bank, Chi- 
cago; S. Sloan Colt, president, Bankers 
Trust Company, New York; Edward El- 
liott, vice-president, Security-First Na- 
tional Bank of Los Angeles; James R. 
Leavell, president, Continental Illinois 
National Bank and Trust Company, 
Chicago; Charles E. Spencer, vice-presi- 
dent, First National Bank, Boston; 
Robert Strickland, president, Trust 
Company of Georgia, Atlanta; Lyman 
E. Wakefield, president, First National 
Bank and Trust Company, Minneapolis. 

The emphasis at all times will be on 
factual research. Among the problems 
that have been suggested for research 
study are: 

1. Changes in the capital require- 
ments of business, the future of com- 
mercial loans, and the demand for 
short-term capital loans. 

2. The investment problem of banks 
and other financial institutions. 

3. The significance of time deposits 
in commercial banks. 

4. Consumer credit and installment 
financing—how may they best be re- 
lated to our industrial and _ financial 
life? 

5. Real estate mortgage financing— 
its place in the banking structure. 


Bank Vaults 


{While aerial bombs were bursting 
around the Cathay Hotel on the Bund 
in Shanghai, James Ness of the York 
Safe & Lock Co. and his gang of work- 
men were busy installing the giant vault 
in the Bank of China’s new twenty story 
skyscraper adjoining the Cathay Hotel. 
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The bombs fell only 165 feet distant 
from where the men were working, but 
owing to the solidity of the vault, all 
they felt was a slight concussion. In 
fact they were entirely unaware of the 
catastrophe outside and went right on 
with their job until quitting time at 
five o’clock. 

Mr. Van Ness reports that the Bank 
of China’s new vault is the safest place 
in Shanghai. It is the largest bank 
vault in China and required ten months 
to build in the shops of the York Safe & 
Lock Co, in York, Pennsylvania. Twelve 
separate shipments were necessary to 
transport the entire equipment to 


China. 


Bank Statements 


@ Bank statements showing condition 
as of September 30, recently released, 
reveal moderate declines in total de- 
posits and assets. In most cases they 
also showed a reduction in holdings 
of United States Government securities, 
an increase in cash and an improve- 
ment in loans and discounts, compared 
with figures reported June 30. 


G Statement of condition of the Na- 
tional City Bank of New York as of 
Sept. 30, 1937, shows. $1,812,046,913 
in deposits, an all-time record for the 
institution. This compares with $1,807,- 
822,047 on June 30, last, the record 
high up to that time; and $1,705,290,- 
380 a year ago. Resources are reported 
at $2,011,517,768 or an increase of 
$5,348,552 since mid-year. 

The statement of condition of City 
Bank Farmers Trust Company, trust 
affiliate of the National City, adds 
$101,746,639 to the institution’s re- 
sources and $75,094,538 to the deposit 
figures. 

On the basis of the statements of 
condition of the: bank and the: trust 


‘company, earnings amounted, in the 


third quarter, to 55 cents a share on 
the bank’s stock and, in the nine months 
ended September 30, to $1.36 a share. 
The stock of City Bank Farmers Trust 
Company is trusteed for the benefit of 
the shareholders of the bank. 
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@ Deposits of the New York Trust 
Company at the close of business on 
September 30 amounted to $343,481,- 
740.43 as compared with $328,110,- 
780.84 on June 30. Loans, discounts 
and bankers’ acceptances on September 
30 were $140,689,690.23 as compared 
with $143,707,208.80 on June 30. On 
September 30 United States Government 
securities stood at $94,952,288.55 as 
compared with $108,462,028.78 on June 
30. Cash on hand, and in Federal Re- 
serve and other banks on September 30 
was $113,453,627.91 as compared with 
$82,142,374.07 on June 30. On Sep- 
tember 30 capital and surplus remained 
unchanged at $12,500,000 and $25,- 
000,000 respectively. Undivided profits 
on September 30 were $3,125,722.02 
as compared with $3,136,688.23 on 
June 30. 


@ The statement of condition of the 
Guaranty Trust Company of New York 
as of September 30, 1937, shows de- 
posits of $1,528,130,338.30 and total 
resources of $1,852,543,514.96. The 
statement shows cash on hand, in Fed- 
eral Reserve Bank, and due from banks 
and bankers, $511,167,649.45; U. S. 
Government obligations, $530,451,- 
391.54; and loans and bills purchased 
$679,155,536.17. 

Capital and surplus are $90,000,000 
and $170,000,000, respectively, and un- 
divided profits are $10,657,925.52. 


@ The statement of condition of Manu- 
facturers Trust Company, New York, 
as of September 30, shows deposits of 
$599,246,977.31 and resources of 
$719,466,641.50. This compares with 
deposits of $612,494,252.96 and re- 
sources of $734,813,932.20 shown on 
June 30. 

Cash and due from banks is listed at 
$182,236,485.57 as against $186,170,- 
407.21 on June 30. U. S. Government 
securities: stands at $126,920,776.25; 
three months ago it was $152,026,- 
332.42. Loans and bills purchased is 
$260,254,434.41, which represents an 
increase of over $15,000,000 for the 
quarter. 

Preferred stock is $9,662,520, which 
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represents a decrease of $116,000 from 
the previous quarter due to the purchase 
of shares in the open market and con- 
sequent retirement. Common stock is 
$32,998,440, unchanged from the last 
quarter. Surplus and undivided profits 
stands at $44,247,014.18, as compared 
with $43,503,345.05 three months ago. 
Adding common stock dividends paid, 
and allowing for adjustments to undi- 
vided profits resulting from preferred 
stock retirement, indicates net operating 
earnings for the quarter of $1,852, 
626.63. This compares with $1,839,- 
247.03 shown for the second quarter. 
Reserves is $12,930,191.40. 


q The statement of The Chase National 
Bank, New York, for September 30 re- 
veals that loans and. discounts on that 
date amounted to $817,313,000 showing 
an increase of $7,335,000 since June 
30, 1937, and an increase of approxi- 
mately $155,000,000 since September 
30, 1936. The deposits of the bank on 
September 30, 1937, were $2,128,875,- 
000 compared with $2,136,387,000 on 
June 30, 1937, and $2,290,889,000 on 
September 30, 1936. 


Total resources amounted to $2,422,- 
152,000 compared with $2,426,554,000 
and $2,568,430,000 on the respective 
dates; cash in the bank’s vaults and 
on deposit with the Federal Reserve 
Bank and other banks, $708,884,000 
compared with $685,720,000 and $76l,- 
872,000; investments in United States 
Government securities, $575,011,000 
compared with $618,840,000 on June 
30, 1937, and $765,601,000 on Septem- 
ber 30, 1936. 

On September 30, 1937, the capital 
of the bank was $100,270,000 and the 
surplus $100,270,000, both amounts un- 
changed from September 30, 1936. 
After payment on August 1 of a semi- 
annual dividend amounting to $5,180,- 
000 the undivided profits on September 
30, 1937, were $25,888,000 compared 
with $27,950,000 on June 30, 1937, and 
$20,963,000 on September 30, 1936. 


@ The Central Hanover Bank and Trust 
Company, New York, in its statement 
of condition as of September 30 shows 
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total deposits of $818,305,651.46 as 
compared with $845,365,121.27 on 
June 30. Cash and due from banks on 
September 30 stood at $267,974,467.42 
as compared with $290,005,188.80 on 
June 30. U. S. Government securities 
on September 30 were $321,696,191.06 
as compared with $292,906,193.63 on 
June 30. Capital and surplus remained 
unchanged at $21,000,000 and $60,- 
000,000 respectively while undivided 
profits on September 30 were $8,756,- 
128.49 increased from $8,112,437.96 on 
June 30. 


q Deposits of the Pennsylvania Com- 
pany, Philadlephia, on September 30 
were $235,928,724.25 as compared with 
$239,819,310.44 on June 30. Cash and 
due from banks on September 30 was 
$85,860,743.64 as compared with $82,- 
490,434.28 on June 30. U. S. Govern- 
ment securities on September 30 were 
$48,087,829.73 as compared with $50,- 
082,691.71 on June 30. On September 
30 capital stock and surplus remained 
unchanged at $8,400,000 and $12,000,- 
000 respectively while undivided profits 
increased from $2,799,882.89 on June 
30 to $2,890,365.78 on September 30. 


q Deposits of the Corn Exchange Na- 
tional Bank and Trust Company, Phila- 
delphia, on September 30 amounted to 
$103,067,293.46 as compared with 
$102,084,056.80 on June 30. Cash and 
due from banks on September 30 were 
$33,247,015.04. as compared with $35,- 
482,837.31 on June 30. U. S. Govern- 
ment securities on September 30 were 
$22,187,376.61 as compared with $21,- 
616,304.73 on June 30. Capital stock 
remained unchanged at $4,550,000 and 
surplus and undivided profits was $8,- 
629,866.16 on June 30, increased to 
$8,640,329.67 on September 30. 


The Philadelphia National Bank 
shows total deposits on September 30 
amounting to $373,932,078.68 as com- 
pared with $440,799,005.82 on June 30. 
The much larger deposit figure in June 
was due to the fact that on this date 
the bank has large sums awaiting dis- 
bursements in the payment of interest 
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and dividends. The bank, in addition 


to having many corporation accounts, 
is the fiscal agent for the State of Penn- 
sylvania, the city of Philadelphia, and 
the School District of Philadelphia. 
Loans and discounts on September 30 
were $96,753,759.93 as compared with 
$88,401,978.10 on June 30. Surplus 
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and net profits increased from $23,417,- 
417.61 on June 30 to $23,912,506.12 on 
September 30. Capital remained un- 
changed at $14,000,000. 


qThe  Fidelity-Philadelphia Trust 
Company, Philadelphia, showed total 
deposits on September 30 amounting to 
$106,508,464.99 as compared with 
$111,887,697.43 on June 30. Cash on 
hand and in banks on September 30 
was $31,213,957.31 as compared with 
$32,190,199.56 on June 30. Loans on 
September 30 were $23,346,829.75 as 
compared with $23,803,826.25 on June 
30. Undivided profits increased from 
$2,204,755.74 on June 30 to $2,217,- 
380.16 on September 30. 


In its statement of condition as of 
September 30 the Cleveland Trust Com- 
pany shows total deposits of $346,896,- 
473.03 as compared with $341,269,- 
314.58 on June 30. Cash on hand and 
in banks stood on September 30 at 
$91,842,419.63 as compared with $96,- 
461,462.48 on June 30. U. S. Govern- 
ment securities amounted to $115,177,- 
380.04 on September 30 as compared 
with $100,046,760.31 on June 30. 
Loans, discounts and advances, less re- 
serves, were $142,590,250.94 on Sep- 
tember 30 as compared with $146,174,- 
600.21 on June 30. Surplus and 
undivided profits increased from $3,- 
671,483.73 on June 30 to $4,433,040.81 
on September 30. 


@The Continental [Illinois National 
Bank and Trust Company of Chicago 
did not publish a statement as of 'Sep- 
tember 30 but figures released to 
Chicago newspapers show the follow- 
ing comparison with June 30 ‘figures: 
Cash and due from banks—September 
30, $307,634,000; June 30, $333,806,- 
159; United States Government obliga- 
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tions, direct and fully guaranteed—Sep- 
tember 30, $488,172,000; June 30, 
$487,180,823; loans and discounts— 
September 30, $248,658,000; June 30, 
$229,617,069; total deposits—Septem- 
ber 30, $994,229,000; June 30, $1,015.,- 
616,004. 


Automobile Finance 


q There is no reason why banks should 
not make a success of the finance busi- 
ness provided only that the bank “will 
handle it with the care that it expects to 
give the other departments of its busi- 
ness and that is exercised by the suc- 
cessful finance company.” So stated 
recently Arthur W. Newton, vice-presi- 
dent of the First National Bank of 
Chicago, in an address before the Mor- 
ris Plan Bankers Association. 

“Let it be remembered,” he went on, 
“that the installment business is a 


highly specialized one of infinite de- 
tail, and one that has become highly 
competitive, that eternal vigilance is 
necessary if losses are to be kept to a 


reasonable percentage. It should be 
borne in mind that the last two or three 
years are no criterion of what the busi- 
ness is in average years. We have had 
a rising prosperity, a greatly increased 
production of motor cars, refrigerators, 
and radios, accompanied by consider- 
ably higher incomes of those classes 
which avail themselves the most fre- 
quently of installment buying. When 
the reverse situation arises, which of 
course it will, it will take a great deal 
more dexterity to handle the situation 
than is needed at present. For this 
reason, if I were contemplating going 
into the business on any considerable 
scale, I should feel a great deal more 
confident of my success if I were to hire 
as manager of the department some 
highly competent man who had gained 
his experience in a successful finance 
company. In making such a sugges- 
tion, I am supposing that you are going 
to do much the same business as the 
ordinary finance company,—that is, buy 
paper from the dealers either with or 
without recourse and that you will 
finance their floor plan cars and other 
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merchandise. Many banks, of course, 
have few or no transactions with the 
dealers but handle their deals direct 
with the purchaser of the car, and in 
that event, on account of the lower rate 
can pick their credits, or perhaps they 
purchase the retail paper of one or two 
dealers who need no floor plan financ- 
ing, who are of unquestioned standing, 
who give their guaranty on the retail 
paper, and who would repossess the 
car in case of need. Such a type of 
business is fairly simple and probably 
could be handled by the officers of the 
bank. 


“In discussing the question of your 
going into business, I should like to re- 
mind you that the finance companies 
have one advantage ovér you, an ad- 
vantage which they have always found 
irksome but which nonetheless is re- 
sponsible to a considerable extent for 
their success. I refer to the constant 
supervision which the banks have ex- 
ercised over their operations. I know 
of no business that has to give so much 
information to its bankers as do the 
finance companies as to all details of 
their transactions, particularly regard- 
ing their paper. Analyses are made of 
the length of the paper, the percentages 
of down payment, the classes of cars 
financed, whether old or new, the per- 
centage of repossessions and the losses 
on them, the reserves maintained, the 
delinquencies, the volume of wholesale, 
both new and old, and the methods of 
checking the floor plan cars, et cetera. 
This, of course, involves a great deal of 
detail and, if any of the foregoing fac- 
tors are materially out of line, invites 
criticism from the banker and even, in 
extreme cases, the possibility of a loss 
of line. Now, however little the finance 
company management may like this 
constant supervision, the fact is that it 
prevents it from going far wrong. It is 
easy to fool ourselves so long as we do 
not have to face the criticism of others, 
but there is very little likelihood of our 
doing so if we know that at the next 
half-yearly statement period we are g0- 
ing to encounter the analysis of an un- 
enthusiastic banker, who is more in- 
terested in the safety of his loan than 
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he is in our making profits either by 
overtrading or in making purchases on 
unsound terms.” 


Bank Stocks 


q New York City bank stocks yielded 
to general security market pressure and 
reached a new 1937 low during Sep- 
tember, according to Hoit, Rose & 
Troster. Measured by the weighted 
average of seventeen leading issues, the 
month’s decline was 22 per cent., from 
opening of 64.41 on September 1 to the 
new 1937 low of 50.84 on September 
24. The new low was the lowest since 
April 30, 1936. 

The list rallied and closed September 
30 at 53.83, a 6 per cent. gain in a 
week. 


Bank Management 


Qt is the duty of the bank executive 
to cover his operating expense, pay in- 
terest on some of the funds intrusted to 
his care, and provide a satisfactory net 


profit on the investment of his stock- 
holders, said Charles L. Heiss of Madi- 
son, Wis., in addressing various group 
meetings of the Wisconsin Bankers As- 
sociation. , 

“It perhaps savors of triteness,” he 
continued, “for me to point out the fact 
that the greater the profits demanded 
by the stockholders, and the greater 
the amount of interest paid to deposi- 
tors, and the greater the costs of opera- 
tion of the bank—the greater must be 
the amount of revenues the bank man- 
ager has to produce. When we con- 
sider that these revenues are for the 
most part still derived from the per- 
formance of the loan function, we may 
carry this line of reasoning still fur- 
ther, and say: the greater the revenue 
requirements set up, and the greater 
the dependence upon the loan function 
for its production, the greater must be 
the amount of funds loaned. When a 
situation arises where the supply of 
sound commercial credit instruments is 
insufficient to produce the income re- 
quired from the performance of this 
function, the bank manager is literally 
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forced into either accepting marginal 
commercial loans or entering the long- 
term credit field. Now I think it can 
truthfully be said that most, if not all, 
bank managers are in a- position where 
they may enter the long-term credit field 
to a certain extent with little or no fear 
of endangering the performance of the 
deposit function or the .interests of their 
stockholders, but it surely requires no 
further. proof than a quick reference to 
our ‘experience during the last crisis 
to establish the fact that above a certain 
limit any further commitment to this 
field not only definitely endangers the 
performance of the deposit function, 
but also places the stockholders in an 
extremely vulnerable position.” 


Bank Buildings 


@ The National Iron Bank, of. Potts- 
town, Pa., has completed plans for re- 
modeling their present banking quar- 
ters made necessary by the encouraging 
growth in the volume of their business 
and the pressing need for added facili- 
ties. The Tilghman Moyer Company 
of Allentown, Pa., a firm of architects 
and engineers specializing in the design 
and construction of bank office build- 
ings, will carry on the work. 


@ Federation Bank & Trust Company, 
New York, celebrated last month the 
beginning of its sixth year in business 
at the corner of 34th street and Eighth 
avenue by opening completely _re- 
modeled bank quarters which have been 
enlarged and air conditioned through- 
out. This bank reopened its doors in 
October, 1932. During the five years 
that it has been in business over $530,- 
000 has been added to surplus, undi- 
vided profits and reserve accounts, of 
which all but 25 per cent. came from 
actual profits from operations. The 
bank’s deposits have more than doubled 
to $10,634,616 on September 30, this 
year, from $4,975,000 in May, 1933, 
while the number of commercial ac- 
counts has:also increased to more than 
4000 from 1200 when the bank opened 
and less than 900 at the low of the 
depression. 
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Business Conditions 


q Sales of General Motors cars and 
trucks to dealers in the overseas mar- 
kets during August totaled 27,253 
units, representing an increase of 9.2 
per cent. over the volume in August of 
last year. 

In the first eight months of 1937 
sales of 246,415 represented an all-time 
high volume for that period, and an 
increase of 10 per cent. over the volume 
in the first eight months of 1936. For 
the twelve months through August, 1937, 
sales totaled 347,246 units, an increase 
of 10.2 per cent. over the volume in 
the twelve months ended August 31, 
1936. 


These figures include the products of 
the corporation’s American, Canadian, 
English and German factories sold out- 
side of the United States and Canada. 


Deaths 


q Albert L. Assmus, sixty-one, vice- 
president and member of the executive 
committee of the Cleveland Trust Com- 
pany, died October 26. Mr. Assmus 
was born in Cleveland February 5, 
1876, and was educated in the public 
schools of that city. He began his bank- 
ing career as a utility clerk in 1893 
with the former East End Savings Bank 
Co., which was later merged with the 
Cleveland Trust Company. 


Education 


@ Under the title “Your Success Form- 
ula” the Milwaukee Chapter of the A. 
I. B. has issued a booklet containing 
detailed information about the 1937-38 
program of that chapter together with 
a description of the various courses 
offered to its members. “The time 
spent in education will create assets 
which can never be taken away,” states 
the booklet on its title page and surely 
the Milwaukee Chapter offers its mem- 
bers splendid opportunities to build up 
their “mental assets.” 

A rather unusual course is given for 
A. I. B. women on “Books and Read- 
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ing.” It is conducted by Miss Mar- 
garet Reynolds, librarian of the First 
Wisconsin National Bank, and is de- 
signed to interest those enrolled in 
wider reading. Contemporary books 
are discussed with side lights on the 
authors’ lives included. Books to read 
for pleasure or profit are discussed. 


Equipment 
@ Modern payroll machines that have 


met all Social Security requirements 
were featured by the Burroughs Adding 
Machine Company at the National Busi- 
ness Show, held in New York last 
month. 

For large concerns where a heavy 
volume of work must be handled at 
maximum speed, Burroughs showed a 
highly automatic payroll machine. This 
machine automatically subtracts deduc- 
tions from gross earnings and calcu- 
lates net pay; automatically numbers, 
dates and prints each check; and auto- 
matically accumulates the total of each 
column classification. All four records 
—pay check, employe’s statement, earn- 
ings record and payroll sheet—are 
written in one operation. 

Burroughs also displayed an unusual 
payroll accounting machine with type- 
writer as well as computing keyboard. 
Equipped with an exclusive column se- 
lection feature, this machine is ideal 
where multiple totals and typewritten 
descriptions are desired. 

Another new typewriter accounting 
machine in the Burroughs display pro- 
vides a record of progressive earnings 
to date, without any rehandling of fig- 
ures, and automatically proves all to- 
tals. 

Burroughs also showed low-priced 
payroll equipment for smaller concerns. 
This includes a desk model bookkeep- 
ing machine that produces multiple pay- 
roll records in one operation and has 
many other uses as a figuring machine, 
as well as a new wide-carriage type- 
writer that writes four payroll records 
in one operation, and can be used for 
correspondence purposes. 
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Personal 


q William B. Given, Jr., president of 
the American Brake Shoe & Foundry 
Company, has been elected a director 


of the Bankers Trust Company of New 
York. 


q George Gund, president of the Gund 
Realty Company, Cleveland, and promi- 
nent in industrial, real estate and insur- 
ance circles, has been elected a director 
of the Cleveland Trust Company to fill 
a vacancy on the board. 


q Donald Kirkpatrick has resigned as 
president of the National Bank of New 
Jersey, New Brunswick, N. J., and Ray- 
mond E. Grymes has been elected as 
acting president. Mr. Grymes has been 
with the bank for twenty-three years. 


q Willis M. Summers of Hoit, Rose & 
Troster, New York, has been elected a 
governor of the Security Traders Asso- 
ciation of New York for a four-year 
term. 


Joseph A. Broderick has resigned as 
a member of the Board of Governors 
of the Federal Reserve System and ac- 
cepted an appointment as president and 
trustee of the East River Savings Bank 
of New York. 


John C. Nichols, executive vice-presi- 
dent, First National Bank and Trust 
Company, Lexington, Ky., was elected 
president of the Kentucky Bankers As- 
sociation at the recent annual conven- 
tion. 


(Fred G. Stevenot has resigned as 
vice-president of the Bank of America 
N. T. & S. A. to become president of 
Bankamerica Company, a subsidiary of 
the Transamerica Corporation. An offi- 
cial announcement by John M. Grant, 
Transamerica’s president, stated that 
Mr. Stevenot would aggressively de- 
velop the business of the Bankamerica 
Company, which during the past few 
months has been increasingly active in 
the underwriting and distribution of se- 
curity issues. Mr. Stevenot served as 
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a member of the California Railroad 
Commission from 1930 to 1933. 


q At a recent meeting of the board of 
directors of the Bank of the Manhat- 
tan Company, New York, Frederic J. 
Fuller was appointed a vice-president. 


q Elie Delville has been appointed sec- 
retary of the Brussels office of the Guar- 
anty Trust Company of New York. He 
was formerly assistant secretary at the 
same office. 


@ Accepinc to the wishes of T. A. 
Crellin, veteran president of the Cen- 
tral Bank of Oakland, Calif., that he 
be relieved of his administrative duties, 
the bank’s board of directors on Sep- 
tember 1 elected Mr. Crellin chairman 
of the board and named Carl F. Wente, 
president of the First National Bank, 
Reno, Nev., as president of the local 
institution. Upon assuming the presi- 
dency of the Central Bank, Mr. Wente 
will return to the institution where he 
began his banking career thirty years 
ago. 


q At a recent meeting of the board of 
directors of the Birmingham Trust and 
Savings Company W. E. Henley, presi- 
dent of the bank for the past twelve 
years, was elected chairman of the 
board, and John Shields Coleman, a 
partner in the law firm of Bradley, 
Baldwin, All and White, who has for 
many years represented the bank in 
legal matters, was elected president. 
The new duties were assumed by Mr. 
Henley and Mr. Coleman on October 1. 

Announcing the election of Mr. Cole- 
man, Mr. Henley said: 

“Our institution continues to grow 
very rapidly. During the past four 
years our deposits have practically 
doubled and with increased activities of 
the. large industrial plants of this dis- 
trict it is necessary that we have a full 
complement of officers. The Birming- 
ham Trust & Savings Company through- 
out its now nearly fifty years of life has 
pursued the policy of having local men 
with long acquaintance with the people 
and problems of our state and section 
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as its president. Banking has_ its 
peculiar and even technical problems, 
but they must be solved in the pene- 
trating understanding of local condi- 
tions. In Mr. Coleman we have such 
aman. He has practiced law in Birm- 
ingham for the past eighteen years and 
has enjoyed a diversified practice which 
has necessarily acquainted him with 
Birmingham and its industrial life. He 
has convincingly impressed our board 
of directors and bankers generally that 
he has extraordinary aptitude for the 
solution of the daily problems of bank- 
ing and trusts.” 

Walter Henley, the new board chair- 
man, has been affiliated with the Birm- 
ingham Trust and Savings Company as 
director and president during thirty of 
its fifty-year history. During Mr. 
Henley’s term of service as president 
the bank has played a leading réle in 
the industrial and agricultural develop- 
ment of this state and section. 

Mr. Coleman, who succeeds to the 
presidency, was born and reared in 
Alabama. His family on both sides 
has been active in the legal and busi- 
ness life of the state. 


Loans 


q THe demand for loans is causing 
country banks in many parts of the 
country to withdraw balances from city 
correspondents according to a survey 
by the Federal Reserve Board. “At 
country banks,” says the Board, “com- 
mercial, industrial and agricultural 
loans have increased this year in every 
district. The largest percentage in- 
creases are in the districts of Boston, 
Minneapolis and Dallas and the small- 
est in the Philadelphia and San Fran- 
cisco districts.” 


4 Governor Hur ey of Massachusetts 
recently received a letter from W. C. 
Camp, chairman of the executive com- 
mittee of the Springfield (Mass.) Na- 
tional Bank, in which Mr. Camp 
pointed out that his bank has been 
“doing all that it possibly can to assist 
the individual and small business 
man.” The letter was written as a re- 
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sult of the Governor’s remarks at the 
state convention of the Massachusetts 
Federation of Labor in which he sug- 
gested such a course by banks. 

John V. Mahoney, secretary to the 
Governor, has replied to Mr. Camp, 
assuring him that “the Governor will 
be delighted to be advised of the co- 
operation of your institution in this 
matter.” 

The letter from Mr. Camp says in 
part: 


“This morning’s newspapers carry 
an Associated Press dispatch quoting 
your speech at the state convention of 
the Massachusetts State Federation of 
Labor, where you said in part: ‘I be- 
lieve that we should give the same aid 
to the average merchant or small 
businessman as we did in 1933 for the 
nation’s banks.’ 

“In order that you might have com- 
plete information as to the activity of 
the Springfield National Bank, I desire 
to point out to you that since 1931 we 
have made over $5,000,000 in loans to 
those who might properly be classified 
as the small business man or the in- 
dividual who works for salary or 
wages. At the present time our invest- 
ment in this type of loan is substan- 
tially over $1,500,000. Our experience 
has been splendid and there is every 
indication that our policy along these 
lines will be continued. 

“The purposes for which these loans 
are made are so highly varied that it 
would be impossible to list them in a 
letter but only this morning three situa- 
tions have arisen which will serve as 
examples of what we do. 

“A dairyman needed equipment to 
enable him to handle a larger volume 
of milk more efficiently and with 
greater safety. We were glad to finance 
the purchase of this equipment and to 
extend the term over a sufficient num- 
ber of months so that payment would 
not impose too heavy a burden upon 
his slender capital. : 

“A restaurant man, finding his bust 
ness expanding, planned to erect addi- 
tional kitchen facilities and wants now 
a garage in the rear of his restaurant. 
One thousand dollars would be re 
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quired to pay for the labor and ma- 
terial for the building and additional 
equipment for the kitchen. The loan 
was approved and payment was ex- 
tended over a period of 12. months— 
again to enable this man to pay for 
the improvement out of additional 
earnings. 

“The proprietor of a roadside stand 
needed additional space in order to do 
a larger and more profitable business. 
Two thousand was required to pay for 
the labor and material. Based on prior 
satisfactory experience with this man’s 
capacity to plan his financial affairs, 
the loan was approved. 

“Each of these transactions was 
made to small business men. Each of 
them resulted in some work for other 
small contractors and for those who 
work for wages. Each of these transac- 
tions is progressive in that it has made 
possible greater earnings by those who 
borrowed so that each transaction is 
self-liquidating. 

“I bring these facts to your atten- 
tion in order that you may have com- 
plete information concerning the trend 
in banks. I believe that Springfield 
National Bank is doing all that it pos- 
sibly can to assist the individual and 
small business man by the extension of 
such credit as is consistent with the 
character of the funds in custody.” 


Money Orders 


{ How $90,000 in money orders were 
issued to cover an $80 loan was re- 
cently described by the East Orange 
correspondent of the New York Times 
as follows: 

“The curious case of the multitudi- 
nous money orders was solved today 
when detectives here unfolded a tale of 
precarious book-balancing and patient 
friendship of which the druggist-post- 
master was both hero and victim. The 
episode cost him $2000, according to 
the detectives. 

“During the six months the book- 
balancing progressed postal officials 
estimated that $90,000 in orders were 
issued, all in the process of covering 
up an original $80 shortage. The Gov- 
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ernment took in a considerable amount 
on this, for each order raised the 
amount by 22 cents a $100 on local 
orders and 44 cents a $100 on orders 
cashed elsewhere. 

“The affair began about six months 
ago, when the druggist issued the first 
of the money orders to a truck driver. 
The two men were—and are—friends, 
and the truck driver explained that he 
needed $80 to pay off a debt to a loan 
company. He was sure he could pay 
for the order in the evening, if the 
druggist would issue it in the afternoon. 
The druggist obliged and started the 
snowball rolling. 

“The truck driver was confident that 
his sister would lend him the $80 to 
pay the druggist for the money order, 
but she disappointed him. This left a 
shortage on the druggist’s books for 
the postoffice substation. It was an 
awkward situation, but the truck driver 
knew just how to handle it. 

“He filled out an application for an- 
other money order, payable to himself, 
and for a little more than $80. Cash- 
ing this, he paid off the original sum 
due. There was now a shortage in the 
amount of the second money order, but 
that could be taken care of on the fol- 
lowing day. 

“The truck driver works for a 
laundry which. serves shore communi- 
ties along the New Jersey coast, and 
for the last six months he has stopped 
every day to visit the druggist. Each 
day he would industriously fill out ap- 
plications for money orders, signing 
various names, and making them all 
payable to himself. This kept the books 
always on the brink of disaster, but 
always with tomorrow to take care of 
the deeds of today, so to speak. And 
the truck driver was very faithful about 
taking out and cashing the orders. 

“If the process had been allowed to 
contiuue forever it might never have 
been discovered, unless something hap- 
pened to the truck driver or the drug- 
gist. But Philip L. Fellinger, post- 
master here, was too surprised to let 
it just pass. 

“He did not, of course, know just 
what was going on. He was amazed, 
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however, to find that one drug store 
substation was issuing and cashing 
more money orders than all the other 
postal agencies in East Orange to- 
gether. He felt there must be some ir- 
regularity, and yet, each day the drug- 
gist’s books seemed in perfect order. 
Still it was strange that all these or- 
ders should be made payable to one 
man, who did not appear to be more 
prosperous than any other truck driver. 

“So Mr. Fellinger turned the matter 
over to investigators of the county 
prosecutor’s office and to postal inspec- 
tors. They soon found the solution. 
While the charge for one money order 
is not large, it mounts up considerably 
when orders averaging $500 to $2000 
a day are being issued. The original 
$80 was rolling along and growing 
steadily as money-order fees and oc- 
casional borrowing by the truck driver 
swelled it. 

“By last Tuesday the average 
amount of the daily orders was about 
$2000, and the druggist’s books were 
short that sum. He was asked about 
this during the day, according to the 
detectives, and by evening he had made 
up the difference from private funds. 

“The druggist did not want to dis- 
cuss the case yesterday. He said it 
had received too much publicity al- 
ready. While the affair may be con- 
sidered a little irregular, there was 
nothing Mr. Fellinger would character- 
ize as ‘wrongdoing’ in it. So, the sub- 
station has been closed, and the drug- 
gist and the truck driver are free to 
continue their monetary manipulations 
between themselves. 

“The fact that the $80 shortage was 
permitted to swell to a $2000 loss is 
looked upon as the result of an error 
in judgment somewhere along the line.” 


Savings 
q The 


amounts on deposit in mutual savings 


number of depositors and 
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banks in New York State showed @ 


slight gain for the quarter ending 


tember 30, 1937, according to a rept 


issued last month by the Savings Ban 


Association of the State of New Yo 


Aggregate deposits as of that date were 


$5,291,259,241; an 


increase for the 


three months of $16,201,636. This come 
pares with a dividend for the qua : 


of approximately $23,500,000. 
The number of depositors in the mu 


tual savings banks on September 30, 
1937, was 6,084,276; a gain for th e 


quarter of a little over 5000. 


These figures also show gains for th be 


six month’s period and for the ye 
ending September 30, 1937. The g 


in dollars of deposits was $12,818,296 


and for the year $68,200,482. The gai 


in the number of depositors for the : 


months was 2785. and for the ye 
75,180. 


These figures appear to indicate 


the increase in dollar deposits and num- 
ber of depositors has accelerated somes 
what over the earlier months of the 
year although it is obvious that there) 


rf 
es 


would have been no gain in deposits 


had it not been for the dividend. 


@ At the end of last year the mu 


savings banks of New York had on de 


posit with commercial banks abe 


$276,000,000. According to a cent 
change in the Federal banking law thé 


commercial banks are prohibited from 


paying interest on these deposits. 


recent decision of the State Banking 


Board, however, permits mutual s 


ings banks to place their deposits th 


commercial banks as time deposi 


However, the Banking Board pe mits 


only thirty to sixty day deposits 
New York City Clearing House bani 


do not at present pay interest on timé 


deposits of savings banks running 
than six months. The question ar 


as to whether the Clearing House i" 


revise its rules to meet this situation. 








